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MONDAY, JULY 14, 1958 


Unrrep Sratres SENATE, 
SUBCOMMITTEE ON AGRICULTURAL PRODUCTION, 
MARKETING, AND STABILIZATION OF PRICEs, 
OF THE COMMITTEE ON AGRICULTURE AND ForESTRY, 
Washington, D. C. 

The committee met, pursuant to notice, at 10:45 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator Hubert H. 
Humphrey presiding. 

Present: Senators Humphrey and Young. 

Senator Humpnrey. Is Mr. Miller here? 

Won’t you have a chair, Mr. Miller? 

Do you have anyone with you, Mr. Miller? 

Mr. Miuer. Mr. Palmby, the Deputy Administrator and Mr. 
Anderson. 

Senator Humpurey. We will note for the record our first witness is 
Mr. Clarence L. Miller, Associate Administrator, Commodity Stabili- 
zation Service, United States Department of Agriculture, and with 
Mr. Miller is Mr. Palmby and Mr. Anderson. 

What is your title, Mr. Palmby ? 

Mr. Patmpy. Deputy Administrator. 

Senator Humpurey. Deputy Administrator of the Commodity 
Stabilization Service and Mr. Anderson is the Director of the Live- 
stock and Dairy Division of the Commodity Stabilization Service. 

I have a letter to Senator Ellender from the Department of Agri- 
culture dated July 11 reporting on S. 4013, a bill to provide an export 
program for dairy products. 

This letter outlines the position of the Department relating to the 
proposed legislation. I will ask it to be made a part of the transcript, 
along with the bill. 

(The letter and bill referred to are as follows :) 


DEPARTMENT OF AGRICULTURE, 


Washington, D. C., July 11, 1958. 
Hon. ALLEN J. ELLENDER, 


Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


DEAR SENATOR ELLENDER: This replies to your request for a report on S. 4013, 
a bill to provide an export program for dairy products. 

The principal provisions of the bill are as follows: 

S. 4013 would be a law by itself rather than an amendment to existing legisla- 
tion. The stated objective is to (@) encourage the export of products containing 
substantial amounts of milk components in markets which have imported such 
products, and (0) insure the continued availability of processing establishments 
providing the farmer a market for milk, by making export payments to ex- 
porters of products containing substantial amounts of milk components in 
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amounts that will enable exports of such products to be made at competitive 
world prices. 

Section 3 would require Commodity Credit Corporation to make payments to 
exporters on the milk component of any product made from milk produced in the 
United States and processed in the United States “in an amount which shall 
stimulate and encourage the export of such product at competitive world prices.” 
It would provide further that such payment shall not be less than the equivalent 
of the difference between the CCC buying and export selling prices for butter 
and nonfat dry milk. 

Section 4 would provide that export payments under the bill would not require 
discontinuation of any existing export program. 

Section 5 would provide in effect that, if exporters did not pass on to foreign 
buyers in the form of reduced prices the benefit of the export payment, CCO 
must reduce the size of the payment accordingly. 

It is recommended that 8S. 4018 not be enacted for the following reasons: 

1. With respect to the first stated objective, it is not clear why the payments 
would be made only on exports “to markets which have, prior to the enactment 
of this act, imported such products.” With respect to the second stated objec- 
tive, it should be noted that there has been a long-time down trend during the 
last quarter century in number of milk processing plants, especially in areas 
where there were so many plants that the small plants, even though efficient, 
found it difficult or impossible to compete with the larger, modernly equipped, 
and efficient plants. There is now and likely will continue to be sufficient plant 
capacity for all the milk likely to be produced in the foreseeable future. 

2. The bill goes beyond providing authority for export payments. The bill 
would require export payments on all products containing “‘substantial amounts 
of milk components” and would require payments on all such products at least 
equivalent to the export subsidy on butter and nonfat dry milk whether or not 
in the judgment of the Secretary such payments would be needed or effective. 

3. Section 3 requires that the payments be “in an amount which shall stimulate 
and encourage the export of such product at competitive world prices.” The 
words “stimulate and encourage” raise the question as to whether it is the 
intent that the payments be large enough to enable United States exporters to 
undersell foreign exporters in which event the program could become an export 
dumping program. 

4. As Department representatives testified at the hearing of the subcommittee 
of the House Agricultural Committee on May 12, the Department has carefully 
considered the advisability of export subsidies on dairy products other than the 
Department’s offer to sell dairy products acquired under the support program 
at reduced prices for commercial export. Extending such subsidies to other 
dairy products probably would increase the total cost of the dairy support 
program and would further depress foreign market prices without substantial 
benefit to American dairy farmers. 

Historically, United States commercial exports of dairy products have used 
less than 1 percent of the total domestic production of milk. CCC sales of 
butter, Cheddar cheese, and nonfat dry milk at reduced prices for commercial 
export during the last 3 marketing years ranged from about 9 to 24 million 
pounds of butter, 7 to 12 million pounds of cheese, and 34 to 85 million pounds 
of nonfat dry milk. Most of the butter and about half of the cheese and nonfat 
dry milk sold for commercial export during the last marketing year were for 
export for foreign currencies under title I of Public Law 480. 

United States exports of evaporated milk have ranged from 131 to 170 million 
pounds during the last few years. Estimated exports in 1957 were 164 million 
pounds. About three-quarters of the United States exports have gone to the 
Philippines and most of the remainder to the Western Hemisphere countries. 
Both United States and foreign exporters now are encountering increasing com- 
petition in the Philippines from “filled” evaporated milk made from nonfat dry 
milk and locally produced coconut oil. 

United States commercial exports of dry whole milk in recent years have 
ranged from 40 to 46 million pounds a year. Venezuela has been the principal 
market, taking 33 of the 40 million pounds exported in 1957. Most of the other 
7 million pounds went to other Western Hemisphere countries. The export 
market for United States dry whole milk has been largely developed by a few 
exporters who have invested in merchandising organization and promotional 
activities in these markets to sell dry whole milk under their brand labels. 

There are several problems involved in undertaking to maintain or develop 
future United States commercial exports of dairy products. There is a dollar 
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shortage in the principal importing countries, mainly the United Kingdom, and 
an unwillingness by them to allocate dollars for United States dairy products. 
There is a lack of purchasing power and marketing organization in many heavily 
populated countries which otherwise would be large potential markets. Several 
foreign exporting countries export large proportions of their total dairy produc- 
tion and they must meet price competition for the importing markets. Dairy 
production has increased in most European countries and in New Zealand, which 
is a major exporter, during the last year. Prices of dairy products have sharply 
declined in the foreign markets. In view of our past experience and the pro- 
spective foreign production and market conditions, the prospects of substantially 
increasing our commercial exports of dairy products, even on a subsidized basis, 
are not encouraging. 

It appears probable that subsidizing exports to a greater extent would increase 
rather than decrease the total cost to the Government of the milk and butterfat 
support program. The effects on the total cost to the Government would depend 
considerably upon the amount of the subsidy and the extent to which it would be 
paid on exports that would have been made without a subsidy. There is no 
practicable way of limiting the subsidy to increased exports because this would 
only enable new exporters to take over the business of established exporters. In 
the case of evaporated milk and dry whole milk which are the principal unsub- 
sidized commercial exports, it appears that export subsidies would reduce the 
total cost of the support program only if subsidized exports were very substan- 
tially larger than they would have been without the subsidy. 

5. The purpose of section 5 apparently is to insure that exporters would reduce 
their export prices by the equivalent of the export payments. While the intent 
of this section has merit, it is administratively rather complicated and would 
require audit of each individual transaction. 

6. The bill does not provide that determinations by the Secretary would govern 
and be final. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TRUE D. Morse, Acting Secretary. 


[S. 4013, 85th Cong., 2d sess.] 
A BILL To provide an export program for dairy products 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That in order to maintain and improve 
markets for producers of manufacturing milk, the Commodity Credit Corpora- 
tion is hereby directed to use its existing powers and authorities, immediately 
upon the enactment of this Act to: (a) encourage the export of products con- 
taining substantial amounts of milk components to markets which have, prior 
to the enactment of this Act, imported such products, and (b) insure the 
continued availability of processing establishments providing the dairy farmer 
an ultimate market for milk through customary and historical commercial 
channels of trade, by the making of monetary payments to exporters of prceducts, 
containing substantial amounts of milk components, which payments shall be 
in respect of such milk components, and in such amounts as will enable exports 
of such products to be made at competitive world prices, in accordance with the 
terms and provisions hereinafter set forth. 


DEFINITIONS 


Sec. 2. (a) “Product” as used herein, shall mean any processed dairy prod 
uct, whether or not packed or sold under brand name, made from milk produced 
in the United States, including but not limited to such products as nonfat dry 
milk, dry whole milk, evaporated milk, sweetened condensed milk, butter, 
anhydrous butterfat, and all types of cheeses, including processed cheese: 
Provided, That all processing of any such product shall have taken place in the 
United States. 

(b) “Corporation” as used herein, shall mean the Commodity Credit Cor- 
poration or any successor thereto. 

(c) “United States” as used herein, shall mean and include the continental 
limits of the United States and Alaska, Puerto Rico, and Hawaii. 
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(d) “Exporter” as used herein, shall mean an individual, partnership, cor- 
poration, or other legal entity, including cooperatives, whether or not the 
processor of an exported product, maintaining a permanent business establish- 
ment in the United States, who shall cause a product to be exported from a 
port of export in the United States to a destination outside the United States 


for purposes not involving entry or reentry of such product into the United 
States. 


Sec. 3. The Corporation shall make monetary payments to exporters, in re- 
spect of any exported product, in an amount which shall stimulate and en- 
courage the export of such product at competitive world prices, provided that 
any such payment shall not be less than an amount equal to the financial 
differential, including freight cost differentials, which would accrue to a vendor 
of a quantity of United States Extra Grade nonfat dry milk and/or United 
States Grade A butter, located at the processing point of the product, having. 
the same nonfat milk solids and/or butterfat content as that of the product, 
if such nonfat dry milk and/or butter had been sold to the Corporation under 
the farm price support program and repurchased by such vendor for export 
from the point of export of the product. 

Sec. 4. The export payments provided for herein shall not be construed to 
affect any existing program in respect to the export of any product purchased 
from or processed in whole or in part from any dairy product purchased from 
the Corporation, at competitive world prices, for export or as a component of 
any product to be exported. 

Seo. 5. If the Corporation shall determine that the export price, or (if no 
price is involved in export) the first selling price of any exported product, 
increased by the amount of any payment to be made hereunder and decreased 
by costs of exports including export pack, not reimbursed to the exporter, is 
in excess of the selling price range of such exporter and vendors of similar 
market level, on the domestic market, for a product of similar quality and 
brand name (if such product is exported under brand name) the payment to 
be made hereunder shall be reduced by the amount of such excess. 


Senator Humpurey. Mr. Miller, would you like to proceed with 
any comments you have on this bill ? 


STATEMENT OF CLARENCE L. MILLER, ASSOCIATE ADMINISTRA- 
TOR, COMMODITY STABILIZATION SERVICE; CLARENCE D. 
PALMBY, DEPUTY ADMINISTRATOR FOR PRICE SUPPORT, COM- 
MODITY STABILIZATION SERVICE; DON S. ANDERSON, DIRECTOR, 
LIVESTOCK AND DAIRY DIVISION, COMMODITY STABILIZATION 
SERVICE; AND G. C. CHAPPELL, CHIEF, COMMODITY ANALYSIS 
BRANCH, DAIRY AND POULTRY DIVISION, FOREIGN AGRICUL- 
TURAL SERVICE, UNITED STATES DEPARTMENT OF AGRICUL- 
TURE 


Mr. Muuer. I have a prepared statement, Senator. I think it has 
been distributed. 

Senator Humrurey. I believe we have a copy right here. 

Mr. Mitirr. Shall I proceed with that statement, sir ? 

Senator Humpurey. Go right ahead. 

Mr. Mitier. On May 12, Commodity Stabilization Service pre- 
sented a statement before the Dairy Products Subcommittee of the 
House Agricultural Committee on dairy price-support and export 
programs. This statement was in reference to the Agricultural Act 
of 1949 and more specifically with reference to that section of the act 
that requires the Secretary to support prices to producers for milk 
and butterfat at such level from 75 to 90 percent of parity as the Sec- 
retary of Agriculture determines will assure an adequate supply. 
The required support is provided through loans on, or purchases of, 
milk and products of milk and butterfat. 
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In this statement it was noted that in carrying out the requirements 
of this legislation the Department always keeps in mind that the sole 
purpose of buying any dairy products is to support the prices to farm- 
ers for milk and butterfat, rather than to put, or keep, manufacturers 
and handlers of specific dairy products in business. 

S. 4013 is not an amendment to any existing legislation but would be 
a law by itself with specific objectives. The bill has two stated ob- 
jectives neither of which refer to supporting prices to producers for 
milk and butterfat. 

The stated objectives are to (a) encourage the export of products 
containing substantial amounts of milk components in markets which 
have imported such products, and (6) insure the continued avail- 
ability of processing establishments providing the farmer a market 
for milk, by making export payments to exporters of products con- 
taining substantial amounts of milk components in amounts that will 
enable exporters of such products to be made at competitive world 
prices. 

With respect to the second stated objective, it should be noted that 
there has been a longtime downtrend during the last quarter century 
in number of milk-processing plants, especially in areas where there 
were so many plants that the small, efficient, as well as the inefficient 
plants found it difficult or impossible to compete with the larger, 
modernly equipped, and efficient plants. There is now and likely will 
continue to be sufficient plant capacity for all the milk likely to be 
produced in the foreseeable future. 

With respect to the first stated objective the Department has care- 
fully considered the advisability of export subsidies on dairy products 
other than the Department’s offer to sell dairy products acquired 
under the support program at reduced prices for commercial export. 
Extending such subsidies to other dairy products probably would 
increase the total cost of the dairy support program and would fur- 
ther depress foreign market prices without substantial benefit to 
American dairy farmers. 

Historically United States commercial exports of dairy products 
have used less than 1 percent of the total domestic production of 
milk. CCC sales of butter, Cheddar cheese and nonfat dry milk at 
reduced prices for commercial export during the last 3 marketing 
years ranged from about 9 to 24 million pounds of butter, 7 to 12 
million pounds of cheese, and 34 to 85 million pounds of nonfat dry 
milk. Most of the butter and about half of the cheese and nonfat dry 
milk sold for commercial export during the last marketing year were 
for export for foreign currencies under title I of Public Law 480. 

United States exports of evaporated milk have ranged from 131 to 
170 million pounds during the last few years. 

Senator Humpurey. Is that exclusive of Public Law 480 or does 
that include Public Law 480? 

Mr. Mitirr. That includes it, United States exports of evaporated 
milk; yes, sir. 

Estimated exports in 1957 were 164 million pounds. About three- 
quarters of the United States exports have gone to the Philippines 
and most of the remainder to the Western Hemisphere countries. 
Both United States and foreign exporters now are encountering in- 
creasing competition in the Philippines from filled evaporated milk 
made from nonfat dry milk and locally produced coconut oil. 

28625—58——2 
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United States commercial exports of dry whole milk in recent 
years have ranged from 40 to 46 million pounds a year. Venezuela 
has been the principal market, taking 33 of the 40 million pounds 
exported in 1957. Most of the other 7 million pounds went to other 
Western Hemisphere countries. The export market for United 
States dry whole milk has been largely developed by a few exporters 
who have invested in merchandising organization and promotional 
a in these markets to sell dry whole milk under their brand 
abels. 

Senator Humpnrey. Who are the main exporters that you refer to, 
Mr. Miller? 

Mr. Mitier. By names of companies, sir? 

Senator Humpurey. Yes, just for my edification. 

Mr. Mutter. The Borden Co. is one of the others. 

Senator Humpurey. Any others? 

Mr. Mixer. I would rather Mr. Anderson answered that. 

Mr. Anperson. Sir, we do not have export records by companies. 

It is my general understanding a very large percentage of evapo- 
rated milk exports is handled by the Carnation Co. and its associate, 
the Pet Milk Co. 

Senator Humpurey. The what? 

Mr. Anperson. The Pet Milk Co., and a very large percentage of 
the dry whole exports is handled by the Borden Co. But please 
understand I am talking just from general knowledge. I have no 
specific information. 

Senator Humpurey. That is your recollection ? 

Mr. AnpeRson. Yes. 

Senator Humpnrey. We were talking of Venezuela here. ‘These 
companies are active in that area. 

Mr. Anprerson. The Borden Co. is very active in Venezuela, yes, 
sir, and I understand the Carnation Co.. is very active in the Philip- 
pines. 

Senator Humrurey. Thank you. Just go right ahead, Mr. Miller. 
Don’t mind my interruptions. I just wanted to fill in the details. 

Mr. Anperson. These totals Mr. Miller gave include only 480, but 
a very large part of the sales under section 402 of Public Law 665. 

Senator Humrnrey. That is the Mutual Security Act? 

Mr. Anperson. Yes, sir, a very large part of the total sales are 
under that, sir. 

Mr. Miter. There are several problems involved in undertaking 
to maintain or develop future United States commercial exports of 
dairy products. 

There is a dollar shortage in the principal importing countries, 
mainly the United Kingdom, and an unwillingness by them to allocate 
dollars for United States dairy products. There is a lack of pur- 
chasing power and distribution system in many heavily populated 
countries which otherwise would be large potential markets. Several 
foreign exporting countries export large proportions of their total 
dairy production and they must meet price competition for the im- 
porting markets. 

Dairy production has increased in most European countries and in 
New Zealand, which is a major exporter, during the last year. 

Prices of dairy products have sharply declined in the foreign mar- 
kets in that time. 
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Senator Humpurey. I am interested in this particular observation. 
I am not arguing the point at all; merely seeking information. When 
you say dairy production has increased in most European countries, 
do you mean that it has increased at a faster rate than the population 
and domestic consumption of that country ? 

Mr. Mituer. I will pass that question to Mr. Anderson. 

Mr. Anperson. Mr. Chappell of the Foreign Agriculture Service 
has information about that. 

Mr. Cuarrett. Dairy production in Europe has been increasing 
considerably faster. 

Senator Humpurey. Faster than the increase in domestic consump- 
tion? The reason I mention this is that generally, with higher in- 
come, consumption increases and European countries have been expe- 
riencing an unprecedented degree of prosperity. 

Mr. Cuarrett. Dairy production has been increasing faster than 
demand. 

Senator Humpurey. It has? 

Mr. Cuaprein. Yes, sir. Stocks have tended to accumulate some 
although consumption of some items is now going up in view of the 
very low price of butter. 

Senator Humpurey. The countries that you refer to I suppose are 
primarily the low countries, Belgium, Holland, Norway, Sweden ? 

Mr. Cuapreiy. Yes, sir, although in the United Kingdom also—— 

Senator Humrnrey. Butter prices are down rather sharply. 

Mr. Cuapreii. Butter prices are down very sharply in the United 
Kingdom. 


Consumption is now beginning to pick up. Prices have been very 
low. 


Senator Humpnrey. Is there an excess of production in the United 
Kingdom of butter ? 

Mr. Cuapretu. No, sir. The United Kingdom is increasing its 
butter production probably faster than any country in the world. 
There is still a definite 

Senator Humpnrey. Why has the butter price fallen ? 

Mr. Cuaprett. The United Kingdom is the world’s largest im- 
porter of butter, and most of, or a large part of the surplus butter 
production has gone into the United Kingdom. 

Senator Humpnrey. So they are getting the benefit. of the world 
price which is somewhat depressed due to production in other coun- 
tries, is that what you are saying? 

Mr. Cuapreuu. Yes, sir. 

Senator Youne. Mr. Chairman, when I was in southeast Asia last 
fall, I visited a milk reconstituting plant in Bangkok, I think it was, 
operated by the Foremost Dairy. They called it the longest milk 
route in the world. They were taking our powdered milk and recon- 
stituting it into milk and ice cream and other products and they 
seemed to be doing all right with it. 

I was wondering if that does not offer some possibilities, that type 
of operation in disposing of our surplus dairy commodities. 

Senator Humprtrey. Mr. Anderson, what do you have to say about 
that? Youare familiar with that operation in Bangkok. 

Mr. Anverson. Yes, sir, there are several plants like that in the 
world. They got started while our Army was in Japan, and Fore- 
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most, the same company the Senator speaks of, established those 
plants for the Army. 

In those cases of course they had a guaranteed outlet as long as the 
Army was there. Now they have established several other plants, 
the one in Bangkok, I think there is one in Hong Kong, isn’t there, 
Grover, and 2 or 3 others. 

Now the extent to which they would supply outlets of course is 
somewhat limited, and those people are now buying butter from the 
United States and nonfat at our export prices. 

Senator Youne. There isn’t much dairy production in that part of 
the world, is there? 

Mr. Anperson. No, sir; I would understand not, sir. 

Senator Youne. And the big problem there is refrigeration, when 
they have higher income and can afford some refrigeration, it seems 
to me that will be a pretty good outlet for dairy commodities. 

Mr. Anperson. I would assume, not being an expert in those areas, 
that the big problem in selling would be a lack of people with suffi- 
cient income to buy even reconstituted milk. 

The people are certainly there, Senator, that is for sure. 

Senator Youne. They seem to be developing a pretty good market 
for ice cream and things like that. I noticed where they had these 
little stands in the street they’re doing a land-office business, doing 
about as well there as they do here. 

Senator Humrurey. Dairy Queens? 

Allright, sir, go ahead, Mr. Miller. 

Mr. Miter. In view of our past experience and the prospective 
foreign production and market conditions, the prospects of substan- 
tially increasing our commercial exports of dairy products, even on a 
subsidized basis, are not encouraging. 

It appears probable that subsidizing exports to a greater extent 
would increase rather than decrease the total cost to the Government 
of the milk and butterfat support program. 

The effects on the total cost to the Government would depend con- 
siderably upon the amount of the subsidy and the extent to which it 
would be paid on exports that would have been made without a 
subsidy. 

There is no practicable way of limiting the subsidy to increased ex- 
ports because this would only enable new exporters to take over the 
business of established exporters. 

In the case of evaporated milk and dry whole milk which are the 
principle unsubsidized commercial exports, it appears that export sub- 
sidies would reduce the total cost of the support program only if sub- 
sidized exports were very substantially larger than they would have 
been without the subsidy. 

The bill would require Commodity Credit Corporation to make 
payments to exporters on the milk component of any product made 
from milk produced in the United States and processed in the United 
States. 

It goes beyond providing authority for export payments. The bill 
would require export payments on all products containing substantial 
amounts of milk components. It would further require that such 
payment shall not be less than the equivalent of the difference between 
the CCC buying and export selling prices for butter and nonfat dry 
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milk whether or not in the judgment of the Secretary such payment 
would be needed or effective. 

The requirement that the payments be “in an amount which will 
stimulate and encourage the export of such product at competitive 
world prices” raises the question as to whether it is the intent that 
payments be large enough to enable United States exporters to under- 
sell foreign exporters in which event the program could become an 
export dumping program. 

Senator Humpurey. You can remove your doubt as to that because 
that is not the purpose of the bill. 

The purpose of the bill is to encourage exports at competitive prices 
and most certainly cannot be construed as promoting dumping. 

The word “competition” has certain traditional background, and as 
we would say in Cunanaes; legislative history. I am sure we are well 
aware of the meaning of that term. 

Mr. Miuter. Yes, sir. 

Senator Humpurey. That language has been used again and again. 
I think the same language is used 1n the feed-grain program. 

We have the feed grain export program with an export subsidy, 
and you use the same kind of language pretty generally to encourage 
competition. American products cannot compete with foreign goods 
if they are priced out of the market. That is not competition. 

Senator Youne. We do have a real problem in trying to get our 
surplus food to the hungry people of the world, and I just cannot see 
how we could maintain a position of leadership in the world and sit 
on a pile of surpluses, refusing to make them available. i think most of 
the complaints from food surplus producing countries is unjustified. 
I do not know how we could take any other position but that of making 
our food available to the poor people of the world. 

Mr. Miuier. Senator, we have in the case of dairy products made 
these products available in such instances as you have related just now 
in our present disposal programs. 

As I pointed out in the statement, I believe I pointed out in the 
statement that by and large the greatest percent of our export program 
of dairy products have been under our various aid type programs. 

We have continued to offer at competitive world prices our dairy 
products that we have in addition to our Public Law 480 and our ICA 
program for dairy products. 

Senator Youna. I had particular reference in the statement I made 
to wheat. Some countries of the world, particularly Canada, have 
been complaining. I can understand why they would be concerned 
about their surplus and the need of selling to other parts of the world, 
but they do not have any crop reduction program like we have. 

Our acreage has been cut by a third and then we put about 5 mil- 
lion acres into soil bank and acreage reserve, and still in spite of that 
we are going to have a large surplus. 

I just cannot see how it makes sense to not make this wheat available 
as much as you can, and of course try to get along with these other ex- 
porting countries, but I do not think we should pay too much attention 
to some of their complaints. 

We ought to justify our exports of these surpluses more from a 


position of our ee in the world and the need of supplying this 
food to countries like India. 
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What would be our position in the worid if we refused to sell at lower 
prices, exchange for strategic materials, or accept their currencies If 
we did not do that, it seems to me we would be subject to far more 
criticism than we are now, and justifiably so. 

Mr. Miter. Senator, we are using every means at our disposal to 
price all of our agricultural surpluses on world markets at prevailing 
prices to be as competitive as we possibly know how. 

We analyze everything. Of course, our payments and subsidy pro- 
grams for wheat, for feed grains—as I stated a moment ago, we have 
available at all times dairy products at what we consider to be com- 
petitive world prices. 

We are disposing of them through avenues afforded by Public Law 
480, by our LCA programs, by our foreign school lunch programs. 

I was in Japan, Senator, not too long ago at the Osaka Trade Fair, 
and saw dried milk being consumed by the Japanese schoolchildren 
in Japan. It came from your State of Minnesota, and I noticed that 
this milk had been sold at, I believe, Mr. Anderson, 414 cents per 
pound 

Mr. Anverson. Four cents per pound. 

Mr. Miuirr. To the Japanese Government for that feeding pro- 
gram and in Tokyo and some of the largest schools there I saw dried 
skim milk being fed to the children in the schools. 

Senator Youne. On the whole I think this Public Law 480 program 
has been handled very well. I would like to see some of these food 
deficit countries of the world speak up a little bit when we are criti- 
cized by some of the surplus producing countries for making this food 
available. 

When Vice President Nixon visited South America, as I recall, 
1 of the 2 countries there complained about the Public Law 480 pro- 
gram but at the same time you hear little from countries like India 
which has been the recipient of these foods, and other poor countries. 

If they would speak up once in a while I think it would help us. 

Senator Humenrey. Mr. Miller, I would like to get your view on a 
statement which you made with reference to the export program of 
dairy products thus far. 

Presently the Government purchases skim milk, cheese, and butter. 

Mr. Mitre. That is correct. 

Senator Humpurey. And those three products are either given 
away under terms of the title IT, Public Law 480, for gifts—— 

Mr. Mitter. That is right. 

Senator Humrpnrey. Or they are made available under section 402 
of the Mutual Security Act. 

Mr. Miter. Yes, sir. 

Senator Humenrey. Or they are under an export type of subsidy 
program, is that correct? 

Mr. Mituer. Yes, sir. 

Senator Humpnrey. That is, you make them available to exporters 
at prices that are competitive. 

Mr. Muir. Yes, sir. 

Senator Humpurey. There are two other products involved in the 
dairy industry that are very important. One is evaporated milk. 

Mr. Mriuer. Yes, sir. 

Senator Humpnrey. And the other one is dried whole milk. 

Mr. Miiier. Yes, sir. 
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Senator Humpnurey. Why don’t you treat them in the same manner 
that you do skim milk, cheese, and butter ? 

After all, in relationship to the total dairy picture, dried whole 
milk is even more important than dried skim. 

Mr. Mitxier. Senator Humphrey, we have in the past supported the 
prices on the first-mentioned products. 

We have not supported the price or offered an export subsidy pay- 
ment on the latter component parts, I think mainly because in the 
first instances largely the production of evaporated milk has been 
largely vested in the hands of 1 or 2 companies. 

It is not an industrywide production such as butter, cheese, and the 
aforementioned commodities. I think the same is true of dried whole 
milk. 

We feel that in the case of both of these commodities, as I stated a 
moment ago, the payment of the subsidy on these commodities in order 
to export ‘them would not materially increase the amount exported. 

We would be called upon to pay an export subsidy on the quantity 
that we are exporting as of the present time free of subsidy. 

We would be called upon to pay an export subsidy on that and upon 
any anticipated increase over and above that amount. 

Senator Humpnrey. That is your feeling? 

Mr. Miter. Yes, sir. 

Senator Humpnrey. You are aware that some of the people in the 
dried whole-milk business are going to testify here today. 

Mr. Mituer. Yes, sir. 

Senator Humpnrey. I gather from what they have written to me 
that they feel they could stimulate a great deal of business if they 
were able to compete on more favorable terms. 

The present situation is one which leaves them with a very unsatis- 
factory competitive situation, and they feel that they could expand 
their export markets. Now I would like to know if you have aay 
facts that substantiate the claim that you make to the effect, No. 
that an export subsidy would most likely increase the cost 

Mr. Miter. To the Government. 

Senator Humrnrey. Of the dairy support program to the Govern- 
ment rather than reduce it, and, No. 2, that an export subsidy for dried 
whole milk or evaporated milk would not substantially increase exports 
by providing new markets. 

Now these are opinions that you have ventured. Do you have any- 
thing to back it up, other than your opinion? Don’t misunder- 
stand me. 

Mr. Miter. I understand. 

Senator Humpnrry. I respect your opinion, but I would also like 
to know what facts you have examined to draw such a conclusion. 

Mr. Minter. We might say that these people who attend exports 
have largely drawn their conclusions as a result of their opinion. 

Senator Humpurey. I wouldn’t want to say they haven't. 

Mr. Minurr. Mr. Anderson, do you have any figures or facts that 
would substantiate our statement to the effect that we are of the 
opinion that unless we exported a vastly greater quantity than we 
are now exporting— 

Senator Humpnrey. By the way, you have nearly finished your 
statement, haven’t you ? 


Mr. Mituer. Yes. 


1, 
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Senator Humpnrey. We will include the balance of it as read, the 
whole statement. 

Mr. Miter. If an export payment program would either increase 
returns to dairy farmers or decrease the cost of the present dairy 
price-support program, there might be justification for such a pro- 
gram. 

Certainly such a program does not appear necessary to maintain 
sufficient plant capacity to process all the milk that is likely to be 
purchased. Since it is not clear that either the cost of the present 
program will be reduced or that returns to farmers will be increased, 
the Department does not support S. 4013. 

Mr. Anderson has a study made here of the amount of evaporated 
milk that has moved in export into the Philippines, a very good 
example: The proportional part of that that moved under title I of 
Public Law 480, the amount that moved under section 402, and the 
amount of free exports also. 

Mr. Anderson, would you explain that, if you please, sir? And we 
wolud like to enter this into the record, too, Senator. 

Senator Humpnrey. All right; the figures you have just read will 
be made a part of the record. 

(The information referred to is as follows:) 


United States evaporated milk exports by program, 1956 and 1957 


{In millions of pounds] 





Title I, Sec. 402, | Other 








| 
} 
| Public Law Public Law | exports | Total 
480 665 
a — — ee =a | ——— 
a 
a siete ieee 7.3 | 170.5 | 292.3 | 170.1 
MOUS tds Add kkedct ca sca lt eee adel 6.5 | 396.0 we) 164. 4 


| | 
1 Includes about 68.1 million pounds to the Philippine Islands. 
2 Includes about 55.5 million pounds to the Philippine Islands. 
3 Includes about 95.9 million pounds to the Philippine Islands. 
4 Includes about 27.0 million pounds to the Philippine Islands, 





Mr. Anperson. All we can point out is that in both 1956 and 1957 a 
very large percentage of our exports of evaporated milk were financed 
by section 402 funds. 

Sir, I have to admit that that does not prove precisely one way or 
the other. It seems to me that it is an indication that we have had 
greater and greater difficulty in exporting, and even with the kind of 
financing we offer under Public Law 480 and section 402 we have had 
considerable trouble in maintaining our exports. 

Senator Humenrey. Of evaporated milk? 

Mr. Anperson. On evaporated milk. 

Senator Humpurey. On evaporated milk, Mr. Anderson, under 
section 402 the Department of Defense—isn’t that it 

Mr. Anverson. That is ICA. 

Senator Humpnurey. I mean the ICA pays the Commodity Credit 
Corporation the price that the Commodiay Credit Corporation pays 
in acquiring the goods in question, is that correct ? 

Mr. Anperson. Well, under ICA as I remember it, Grover, the 
money is turned over to the American commercial exporter who buys in 
the commercial market at commercial prices. 

Senator Humenrey. I see. 
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Mr. ANpERSON. Which of course are not competitive with world 
prices on evaporated milk or dry whole. 

That there is no question about. 

Senator Humpnrey. What I am trying to get at is the Government 
financing of an export program at American market prices. 

Mr. Anperson. So far as evaporated milk—— 

Senator Humpurey. Evaporated milk is made available to speci- 
fied countries who are participating in the ECA or the mutual security 
program. This can’t nearly be thought of as a normal business rela- 
tionship, can it ? 

Mr. Anverson. No, sir. It was Government financed, and the ICA 
evaporated milk, it is my understanding practically all of it went to 
the Philippine Islands. 

Senator Humpurey. Is there any particular reason why the Philip- 
pine Islands gets most of the evaporated milk ? 

Mr. Anverson. Historically that is where the exports of American 
evaporated milk have gone, and the American share to the Philippines 
has been falling off in recent years also. 

Senator Humpurey. Is that because of domestic production in the 
Philippines? 

Mr. Awnperson. Partly because of foreign competition. The 
domestic production, of course, in the Philippines is a relatively new 
development, so I would say probably the big reason for the falling off 
has been competition from other sources of evaporated milk. 

Senator Humpurey. That brings up this point: that if American 
exports are falling off in the Philippines due to competition from other 
parts of the world, is it not true that the other countries are selling 
at world market prices which are so low that our exporters find them- 
selves in disadvantageous position under American market prices, and 
thereby lose the export market ? 

Mr. Anverson. I think that is true; yes, sir. 

Senator Humrnrey. So you see what some people are asking for 
and what the purpose of this bill is, is to permit American exporters 
to export to the Philippines at competitive world prices and thereby 
to reclaim some of that market. 

Now, if that were the case, would it not have a very good effect on 
the American dairy industry assuch? Iam speaking of both producer 
and processor. 

Mr. Anverson. I cannot see how even at the heaviest subsidy we 
make that you would have enough increase, that you would have any 
substantial influence upon the prices received by American dairy 
farmers. 

You would have some very great advantages, I suppose, to the com- 
panies that would be in a better position to maintain this. Our price- 
support program—we are buying something like 6 billion pounds of 
milk, and until all that was taken off I do not see how it would affect 
the price to the dairy farmer, and I just cannot imagine a subsidy 
accomplishing that kind of a removal of dairy products from the 
United States. 

Now, of course, the other question, sir—it is just again a matter of 
judgment—would we accomplish an increase or would we simply have 
these other world prices go down to meet the kind of increased com- 
petition that we would give them ? 


28625—58—_—3 
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I admit I donot know the answer, sir. 

Senator Humpurey. I think a lot of that depends on merchandis- 
ing, depends upon how much you can promote your product in the 
area. 

Mr. Anperson. I think it is true, and it is to the credit of the Ameri- 
can enterpriser; he has promoted evaporated milk by merchandising 
and by quality, not by price depressing over the past. 

Senator Humpurey. By the way, Mr. Anderson, what are we doing 
about these processes that we have of being able to send whole milk 
abroad without refrigeration ? 

Mr. Anverson. So far nothing has happened. 

Senator Humpnrey. I have been informed that one of our dairies 
in Minnesota has come a long way in perfecting a means of shipping 
milk in some form that could be readily reconstituted into whole milk. 

Mr. Anperson. The University of Wisconsin, the University of 
Iowa, and the University of Illinois, as well as many of the labora- 
tories of big companies, have been attempting to develop a sterile 
whole-milk product. That has all the disadvantage of heavy ship- 
ment of the large water content, and the more successful ones I know 
of are the ones like the Senator was talking about, where they take 
the water out and ship it out as anhydrous fat, which is butter oil, and 
nonfat dry milk, and reconstitute with the local water supply. 

Now there are many efforts still going on in an attempt to perfect 
this product. 

Senator Humrnrey. The Maple Island Dairy has done something 
on this out in Minnesota. They talked to me about it. I believe that 
was in a condensed, or in a dried whole milk 

Mr. Anverson. Of course, there is this 3-to-1 concentrate a lot are 
working on. They do not go all the way to the dry whole. They 
go part way. 

Senator Humpnurey. That is right. 

Mr. Anperson. So your reconstitution problem is probably some- 
what simpler. That is, you do not have a dry product that you have 
to moisten. Now I did not know that Maple Island was yet export- 
ing any of that. 

Senator Humpurey. I don’t think they are. I think they have been 
working on it. 

_ Mr. Anprrson. There has been a lot of work done on it, that is right, 
sir. 
Senator Humpnrey. What is the Government doing to aid such 
research ? 

Mr. Anperson. The only thing that I know of would be our research 
people who are probably working on the same thing. 

Senator Humpnrey. Are you making any grants for it ? 

Are any efforts being made in terms of outlays of capital for research 
purposes ? 
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Mr. Anverson. I cannot give a specific answer. I assume they are 
helping finance the land-grant colleges on that kind of work. 

Saatne Humpneey. I would like to have the committee staff find 
out for me just what the Government is doing in terms of research 
on dairy products for the purpose of developing a concentrated, non- 
perishable product that can be reconstituted into milk. 

Mr. Anverson. The Philadelphia Utilization Laboratory, I under- 
stand, has done considerable work on the dry whole. Now whether 
they are also working—of course Byron Shaw could tell you spe- 
cifically. 

Senator Humrnrey. I'd like to get the whole picture. 

Mr. Anperson. Yes, sir. 

Senator Humrurey. The dried whole milk, as well as the concen- 
trates. I just wonder what we are doing in it. You know the com- 
mittee reported out a bill providing for research into the industrial 
uses of agricultural products here the other day. 

Mr. Anpverson. Yes, sir. 

Senator Humpnurey. This new project to stimulate the conversion 
of agricultural products into industrial uses has great possibilities. 
and I support it very actively, but I still believe that the use of agri- 
cultural products as food for export is a matter of primary concern 
when I consider the number of people who lack adequate nourish- 
ment. Every day I wake up to find that our foreign policy is falling 
oe into a shambles, particularly in the area of exporting food- 
stulls. 

Would any of your other Department people like to address them- 
selves to this bill ? 

Mr. Miter. Senator, I would like to point out that in the report 
of the Foreign Agriculture Service dealing with United States trade 
in foreign dairy products, this is a 1957 copy, exports of evaporated 
milk have increased from 97.1 million pounds in 1952 to a total of 170.1 
in 1956. And we see by this pepe that the totals have decreased back 
to 164.4. That 164.4 is still the second highest, 1956 being the highest 


export of that type of milk that we have enjoyed since the year 1951 
when 203 million pounds went out. 

I would like to make that record of the exports of evaporated milk 
a part of the record. 

Senator Humrurey. Thank you very much, yes indeed. 
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(The information referred to is as follows :) 


Reported exports and imports of principal datry products, United States, 1920-56 















































[In millions of pounds] 
Butter Cheese Condensed Evaporated | Dried whole | Nonfat dry 
milk milk milk milk 
Ex- Im- Ex- Im- Ex- Im- Ex- Im- 
ports |ports!| ports |ports!| ports |ports!| ports |ports! 
17.5} 37.5 | 16.3] 16.0 | 277.1 |_---_-- eet... 3 
8.0} 186] 11.8] 269] 93.9 |__.__.- NO is. 
10.9/ 7.0| 5.0] 46.6] 56.8 |-.._... 9 728 
88] 27) 8&3] 644] 57.4 }......- WO. so! 
8.31 194] 43] 50.2] 640] 4711423| 17 
53] 7.2] 9.2!) 62.4} 42.7] 4.0] 1051 6 
5.5} 80] 3.9] 784] 387 at mei &2 
43} 85] 3.4] 79.8] 35.0 .5{ 680] 2.1 
3.9] 47] 26) 814] 388| 11] 78] 1.5 
37) 28] 26] 764] 41.2 .6| 68.9} 2.0 
3.0] 25] 20] 68.3] 29.6] 1.4] 60.8 2 
2.0} 1.9] 1.7] 60.8| 19.3 .6| 55.8 .6 
16| 10! 14] 53.6] 11.5 7 | 39.3 ‘5 | 1.9 6| L7| ® 
12) 1.0] 13] 405) 47] 1.0] 324 hh Tae 4 9 a 
1.2] 13] 1.4] 47.5} 8&2 .3| 38.0} @) 1.71 @ 1.4] @) 
1.0) 227} L2| 489) 49 .6| 322] @) 16} 25] 12 ia 
8] 99! 11] 5.8] 24] 22] 2.6] @) 18/ 42] 19} 200 
8] 111} 12] 6.6] 80] 25] 22.9 ‘ 2.1 1.5 | 2.1 1.4 
20] 1.6] 15| 544] 5.4 ot aT. Oi. Ss 1] 64) ® 
23} 1.1) 15] 5.1] 23 2| 27.5} @) 63| @) 2.1 9 
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1 General imports, 1920-33, beginning 1934, imports for consumption. 
2 Imports for consumption. 

3 Less than 50,000 pounds. 

4 Revised. 

5 Preliminary. 


Source: Prepared in Foreign Agricultural Service. Compiled from Foreign Commerce and Navigation 
of the United States and official records of the Bureau of the Census. 
Senator Humenurey. That includes, as I understand it, section 402 
exports. 
Mr. Muer. Yes. 
Senator Humeurey. Public Law 665 and Public Law 480; right? 
Mr. Miter. Yes. 
Senator Humpurey. Section 402 of Public Law 665. 
Mr. Anverson. That is right, sir. 
Senator Humpnrer. Any thing else ? 
You may want to stand by for a little while here. We are going 
to have some witnesses from the industry and I thought you might 
want to hear that. 

(Statement filed by the Department of Agriculture on research 
related to dairy exports is as follows:) 
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DEPARTMENT OF AGRICULT 


TURE, 
Washington, D. C., July 25, 1958. 
Mr. Corys M. Mouser, 


Chief Clerk, Committee on Agriculture and Forestry, 
United States Senate, Washington, D. C. 


DeaR Mr. Mouser: In your letter of July 16 you request that the Department 
provide a statement of research in progress related to concentrated dairy 
products for export. The principal utilization research activities of the De- 
partment of Agriculture on dairy products are conducted in our Eastern Utiliza- 
tion Research and Development Division at laboratories in Wyndmoor, Pa., 
Washington, D. C., and Beltsville, Md., with the purpose of increasing the 
consumption of milk through making milk products more attractive, more 
readily available, and less costly. 

The current major lines of research in utilization of milk and milk products 
are the following: (1) Production of a concentrated form of milk that can be 
reconstituted easily and quickly to give a product closely resembling fresh milk 
in tactual and flavor characteristics; and (2) improvement in methods of 
making Cheddar and other important varieties of cheese to improve quality, to 
insure uniformity of product, and to decrease costs of production. 

Extensive research is being conducted on the problem of converting whole 
milk to a dry form having good flavor, ease of reconstitution and good stability 
in nonrefrigerated storage. A stable dry whole milk low in weight and bulk 
would be suitable for long-distance shipping, thus enabling high producing 
areas to serve shortage areas. Increased consumption could also be expected 
by expansion of foreign markets. Significant advances have been made on the 
problem. A unique process (“foam drying”) has been developed for drying 
whole milk to a powder which, when freshly made, quickly reconstitutes with 
cold water to beverage milk indistinguishable from the original whole milk. 
Despite this excellent dispersibility and flavor advantage, considerably more 
work must be done to develop a commercially feasible continuous process, to 
improve the flavor stability so as to permit extended storage at room temperature 
and to reduce the bulk. 

Research by the Department and a few State agricultural experiment stations 
on Cheddar cheese is being directed chiefly to the development of means for 
improving its flavor, texture, uniformity, and storage properties through more 
uniformly active bacterial starters, better manufacturing procedures, and more 
favorable conditions during ripening and storage. Such improvements, par- 
ticularly those in flavor and storage properties, should result in increased ac- 
ceptance of American cheese in foreign countries. Numerous species and strains 
of lactic-acid- and flavor-forming bacteria are being tested alone and in com- 
bination as cheese starters. Means for preventing the adverse effects of bac- 
teriophage, a disease-producing virus for bacteria, and veterinary antibiotics 
on cheese starters are being sought. The specific chemical compounds and bio- 
chemical reactions involved in the development of desired flavors are being 
studied. The effects of new and particularly mechanized cheesemaking pro- 
cedures on flavor and quality of cheese are being investigated. 

Research is being carried out to improve sterile evaporated whole milk. Most 
of the effort is being directed toward a study of the effect of high-temperature 
and short-time (HTST) sterilization procedures on the quality of evaporated 
milk. HTST sterilization improves both flavor and color of the finished product. 
Substantial research is being carried on by the dairy industry to improve evapo- 
rated milk. 

Several State agricultural experiment stations are carrying on active programs 
directed toward the development of improved exportable milk concentrates. 
Anhydrous butter oil and instant skim milk powder are being exported, and these 
products are mechanically recombined in foreign plants to produce a beverage 
milk. A few industrial concerns are producing special milk and milk products 
for infant feeding, which are for export trade. 

If you wish to have further information about any phase of the Department’s 
program, we shall be glad to send it to you. 

Sincerely yours, 
Homer G. Lyon, Jr., 
Assistant to the Assistant Secretary. 


Thank you very much, gentlemen. I really appreciate your coming 
over to help us on this. 
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Senator Humeurey. The next witness is Mr. Beale, Deputy Assist- 
ant Secretary of State for Economic Affairs. 

Mr. Beare. I have with me Mr. Paul E. Callanan, of the Com- 
modities Division of the Bureau of Economic Affairs. 

Senator Humpurey. Do we have a prepared statement ofiyours? 

Mr. Braue. Yes, sir; you have a prepared statement. 

Senator Humeurey. Thank you; I see it. 

Mr. Beatz. Which I should like to read, if I may, sir. 

Senator Humpurey. Yes. 


STATEMENT OF W. T. M. BEALE, JR., DEPUTY ASSISTANT SECRE- 
TARY OF STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF 
STATE 


Mr. Beate. In its consideration of S. 4013, the Department of State 
is necessarily concerned as to the possible impact of the measure 
on relations between the United States and those countries likely to 
be directly affected by the substantial increase of exports of United 
States dairy products as contemplated in this legislation. 

The United States cannot sell substantial quantities of dairy prod- 
ucts for dollars without undercutting existing world prices. 

Such undercutting would inevitably result, because of dependence 
of the major dairy exporting countries on such exports as a source 
of foreign exchange, in further price cuts by those countries so that 
they might move their current exportable surpluses into importing 
countries. 

The Department of State has reluctantly reached the conclusion 
that, to the extent the measure would achieve its anticipated objective, 
the economies of those countries would be adversely affected and re- 
lations between those countries and the United States might be 
gravely impaired. 

As the members of this committee are aware, exports of dairy prod- 
ucts are of very great importance to the four major exporters of such 
products; namely, New Zealand, Australia, the Netherlands, and Den- 
mark. Exports of dairy products account for from 20 to 30 percent 
of the total foreign exchange earnings of New Zealand, about 20 per- 
cent of the foreign exchange earnings of Denmark, about 6 percent of 
the Netherlands’ total foreign exchange earnings, and 4 or 5 percent of 
Australia’s total earnings of foreign exchange. 

The decline in foreign exchange earnings to these countries, which 
would result from a program such as proposed in this bill, would lead 
inevitably to reductions in their imports, including products from the 
United States. 

From the standpoint of United States foreign relations, it is im- 
portant that all four of the major dairy exporting countries are good 
friends and stanch allies of the United States. 

Australia and New Zealand belong, along with the United States, to 
the Anzus Pact and to the Southeast Asia Treaty Organization. 

The Netherlands and Denmark are similarly allied with us in the 
North Atlantic Treaty Organization. 

Our relations with all four countries are, in general, excellent. 
However, any deterioration of the international market for dairy 
products coincident with aggressive efforts by the United States to 
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increase its marketings of such products by means of export subsidies 
would be attributed by the normal exporting countries to such United 
States efforts. 

As a result, our relations with such countries could not help but be 
impaired and the support which we might expect from these countries 
on other issues in the whole range of international forums would be 
diminished. 

At present the world markets for the various dairy products are in 
a badly disorganized state. This is not due to any action on the part 
of the United States, for our exports, for dollars, of dairy products 
have been relatively small. The very low market prices now prevail- 
ing are due entirely to a high level of production not only in the major 
exporting countries but also in the major dairy products importing 
countries of Western Europe, including the United Kingdom. 

It is the view of the Department that the recovery of market prices 
to levels which would cover cost of production in the lower cost ex- 
porting countries should be encouraged, and accordingly, it would be 
regrettable if the initiation of an aggressive program of subsidized 
exports by the United States at this time were to bring about a con- 
trary result. 

Although these undesirable results could be expected if the objec- 
tives of this proposed legislation were achieved, it must also be noted 
that the mere passage of such legislation, carrying as it does the threat 
of massive United States dumping, could also adversely affect world 
dairy product markets, even in advance of any actual United States 
sales. 

There is another much less important aspect of S. 4013 which would 
pose some foreign relations problems. 

The first stated objective of the bill is to encourage the export of 
roducts containing substantial amounts of milk components “to mar- 
ets which have, prior to the enactment of this act, imported such 

products.” 

This would seem to restrict the payment of the export subsidies to 
only those exports which are destined for countries which had been 
purchasing the same products prior to the enactment of this legislation. 

Such discrimination between friendly countries, i. e., the payment 
of export subsidies on exports destined to some countries but not on 
exports destined to other countries, would be inconsistent with our 
general foreign trade policy and would, in practice, be extremely diffi- 
cult to maintain. 

To be specific, a country such as Afghanistan to which we have not 
sold evaporated milk in the past might complain that the United 
States was discriminating against Afghanistan if imports of evapo- 
rated milk by Afghanistan from the United States had to be at domes- 
tic United States prices, whereas imports of the Philippine Republic, 
for instance, where a previous market had existed for evaporated 
milk, could be made at subsidized prices. In such circumstances, if 
Afghanistan were to protest the inequity of such discrimination, it 
would be difficult for the United States to justify its action. 

Finally, the Department of State is concerned by the fact that the 
bill leaves no discretion to the Secretary of Agriculture. He could, 
therefore, not take into account peculiar conditions which may prevail 
at any given time or in any given area of the world. Instead, the bill 
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appears to be an unqualified directive to the Department of Agricul- 
ture to price all dairy products competitively, that is, at prices which 
will insure their volume movement into world markets, irrespective 
of the possible effect of such an increase on the economies of friendly 
nations and on the foreign relations of the United States. 

For all of these reasons, the Department of State does not recom- 
mend adoption of S. 4013. 

Our interest, Senator, is to point out the way in which other coun- 
tries might possibly be affected to the extent that this measure was 
successful in expanding the exports of dairy products. 

There are a number of countries, four major exporters, New Zealand, 
Australia, the Netherlands, and Denmark, who would be affected by 
increased exports. 

The point that we make is that exports of dairy products account 
for from 20 to 30 percent of the total foreign exchange earnings of 
New Zealand, about 20 percent of the foreign exchange earnings of 
Denmark, about 6 percent Netherlands total foreign exchange earn- 
ings, and 4 or 5 percent of Australia’s total earnings of foreign 
exchange. 

To the extent that the prices of their exports would decline there 
would be a concomitant necessity to reduce imports into those countries 
including imports from the United States. The rest of my statement 
is in general support of that point. 

Senator Humpnrey. I want you to know that I am fully aware of 
the importance of our friendly relationships with the countries that 
you have mentioned here. 

In fact, I always am of the opinion that we need to view very care- 
fully any program that we have for artificially stimulating exports in 
light of our alliances and our foreign policy needs and requirements, 
and this is particularly true when it relates to New Zealand, Australia, 
the Netherlands, and Denmark, such fine friends as those countries are, 
and have been, and continue to be. But also I am of the mind that 
once in a while, frank talk with our competitive countries or our com- 
petitor friends is helpful, because we have producers’ problems, too, 
and once in a while I think the thought gets around the world that 
everybody has troubles except us, except Uncle Sam, and, just between 
you, me, and the gatepost, I see a lot of troubles around the corner. 
They are concerned because they do not believe that we actively pro- 
mote or aggressively promote our own economic interests. 

Now, we have carefully guarded our relationships with these four 
countries under Public Law 480, haven’t we, and Public Law 665 ? 

Mr. Beate. Yes; we have. 

Senator Humpnrey. The Department of State always examines in 
considerable detail what the market effect will be of any export pro- 
gram upon these countries, isn’t that correct ? 

Mr. Bratz. That is correct. 

Senator Humpurey. Have you had any complaints from these coun- 
tries in recent months relating to the activities of Public Law 480 or 
the programs under Public Law 480? 

Mr. Beate. Not to my knowledge, sir, from any of these particular 
countries. 

Senator Humpnrey. There was in the beginning, as you know, some 
complaints, and I was of the opinion then, and I still am, that the main 
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reason that they complained is that they were used to our not com- 
peting aggressively, and once they were accustomed to the fact that we 
were going to compete, they took a little more mature point of view. 

I have talked with people from competing nations here in Washing: 
ton and have, of course, found them able, in fact, outstandingly able 
and capable. Understandably, they want all the markets they can get. 
But as I always tell them, so do we. 

Mr. Beate. Senator, I hope that the reasonable view they took of the 
situation may have been in part due to the representations through the 
Department of State. . 

Gendter Humenrey. I think it has. I think you are deserving of 
credit on that, and our Foreign Agricultural Service deserves credit on 
this. 

Mr. Beate. Indeed, they do. 

Senator Humpurey. They have done a good job, and I think they 
have brought this message of our predicament to the attention of our 
friends. Now, do you feel that competing at world prices is an injury 
to our allies? 

Mr. Beate. No, sir; I would not say that competing at world prices 
is an injury. There are situations, I Lelievs, particularly in the dairy 
exporting industry, as I understand the facts, where for the United 
States to enter the market at particular times might possibly have an 
adverse effect on the market. 

Senator Humpurey. Yes. 

Mr. Bratz. As might happen now where there are very low prices 
for butter, for example, in the United Kingdom. As a result of 
measures to be taken by the United Kingdom Government in col- 
laboration with or as a result of the representations of the New Zea- 
land Government, there will be an attempt to raise prices, which I 
think would be of benefit to all concerned. 

Senator Humpnrey. I have been of the opinion that one of the 
great needs is to develop new markets and not merely to struggle over 
old markets. 

I have a simple theory in life—that if the family gets bigger, there 
is no use trying to cut up a smaller pie. The thing to do is get a 
bigger pie. I am for bigger pies, and then you can have more cuts 
in it if you need to, and take care of more people. If there is any 
future at all for the world in which we live, we are going to have to 
have new markets. I do not believe we can still work over the same 
old customers. The successful merchandiser is the man who finds 
a new outlet, finds new markets, finds new customers, because you 
just can’t sell the old folks, the old customers, more than they can use. 

Now what about giving our exporters an opportunity to search for 
and seek out new markets under these dairy product areas? 

Mr. Beare. Well, sir, I am sure you will agree that the entire pro- 
gram of the Department of State is directed to increasing the size 
of the pie and expanding trade. 

Senator Humpurey. Theoretically I think that is true, but I am 
not so sure that it has been pursued as aggressively as it should. I 
want to say right now that I have been very upset over the lack of 
knowledge and understanding in the Department of State over Public 
Law 480 until recent months, since Mr. Davis came in. 

Mr. Beate. Mr. Davis has done an excellent job. 
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Senator Humpurey. He should have been there a long time before. 
But there has been a lack of appreciation in the embassies and in the 
Department itself over what are the possibilities under Public Law 
480, and I think that is indicative of some other attitudes. 

Now I say this as a friend. I support ICA, I support State De- 
partment economic programs in most instances, but whenever I have 
talked to people from the State Department about Public Law 480, 
they have shown an abysmal lack of knowledge of its real poten- 
tialities. 

In fact, I find most every person from a foreign country that I 
talked to about our agricultural problems knowing more about them 
than we do, and that is particularly true when it comes to exporting. 

Now I say since Mr. Davis came in—I believe as an adviser to Mr. 
Dillon, and to you, and others—we are beginning to get a better grasp 
of it and a greater appreciation of what a tool Public Law 480 coul 
be. These subsidized exports are in my mind, a tremendous part of 
our economic strength and our foreign policy. 

What disturbs me is I read repeated statements from the Secretary 
of State to the effect that the Soviets are engaging in a worldwide 
economic offensive. We have known this now for about 6 or 8 years, 
and at the same time, while that is going on, I do not see what we are 
doing about it. 

Perhaps a little more looking for new markets, perhaps a little more 
aggressive use of Public Law 480, is a way to step up the economic 
offensive. Iam not for trying to give our friends in New Zealand and 
Australia a hard time, but I surely would not mind developing a few 
new areas where people are dependent upon American food supply. 

Mr. Bratz. Senator, I am very sorry to hear that your experience 
with the Department has not been favorable in this respect, and in the 
time that I have been in my present position I personally have found 
the members of our staff to be exceedingly well informed on Public 
Law 480. 

Senator Humpnurey. That may be true of your staff and it may be 
true of you. Don’t misunderstand me. I have a high regard for the 
people in government, particularly those in technical positions, and I 
mean that. I mean the people that do the day-to-day hard work of 
informing the top brass, but [ would be less than candid if I didn’t say 
that I haven’t been equally impressed with some of the people who 
were the spokesmen, and I have been in embassies where they did not 
know enough about Public Law 480 to even know it was an American 
statute. 

That is not the first time I have said this. I have said this about 20 
times and am going to continue to say it until we inform these people 
as to the meaning and possibilities of this law, and I think the same 
kind of attitude exists relating to a bill like S. 4013. 

Don’t misunderstand me. This bill has been just recently intro- 
duced. It undoubtedly will need revision. The purpose of introduc- 
ing a bill is to get something started. But I sense a negativism about 
it. 

In other words, the attitude of the Department happens to be, “We 
oppose this, we do not recommend it.” 

Well, then, what do you recommend, or are you satisfied with those 
aspects of our economic program relating to products such as those 
covered by S. 4013? ; 
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Mr. Bratz. Senator, may I say 
¢ oT Humpurey. And, again, this is not personal to you, Mr. 

eale. 

Mr. Brats. No, no; I quite understand that, but I would like to say 
that during 2 years before taking over my present job I had the privi- 
lege of inspecting approximately 23 different posts of the Service, and 
certainly in none of the embassies in the countries that I inspected did 
I find any lack of knowledge of the Public Law 480 program, so I 
would hope that your observation was more specific than general from 
the standpoint of the Service and its functions. 

Senator Humpnrey. I do not want to spread it on the public record, 
but I surely will be glad to tell you what I told everybody a year ago. 
I’d like to have a chance to take another trip, but I did not find very 
much to encourage me, I will tell you that. 

I heard numerous reasons why we ought not to have Public Law 
480, and when I was over at the Department of State not long ago 
in reference to another matter at Mr. Dillon’s office, a lawyer there 
repeatedly told Mr. Dillon what we could not do about provisions of the 
law that I personally sponsored and got passed. He told me I didn’t 
even know what was in the law, so I requested that Mr. Dillon retain 
a lawyer more interested in the development of Public Law 480. 
Then we were able to accomplish our objectives. 

That was relating to the sale of oil to Spain. There were more 
reasons why we couldn’t do that than Fido has fleas, until we really 
got down to cases. 

That is why I am a little unhappy about some of the experiences 
that I have personally had. 

Now, I know that there are Government people who know this bill, 
and they are doing a good job trying to get their message up to the 
top, but we have been so interested in these big problems that we 
never got a chance to work on some of these practical down-to-earth 
ones. 

Now, do you think that an export subsidy on feed grains, cotton, 
wheat, and dried skim milk is injurious to our foreign policy position ? 

Mr. Beate. That isa rather broad question, Senator. 

Senator Humpnurey. Those are the programs that we have under 
way. I just wondered if you thought that they were injurious. 

Mr. Bear. I think there are certain circumstances under which 
it can be helpful. 

Senator Humpurey. And you and the Department of Agriculture 
work closely to see that these programs are not dumping programs 
and do not adversely affect our foreign policy objectives. 

Mr. Brae. That is quite correct, sir, we work closely for that 
objective. 

Senator Humpnrey. Don’t you think you could do the same thing 
on a dried whole milk program or evaporated milk program ? 

Mr. Brats. I see no reason why you cannot apply a general prin- 
ciple to a specific case. 

Senator Humpurey. Now, I think you can take the point of view 
that the Department has taken, that 1t might not stimulate exports, 
that we have gotten along without it so we really do not need it, but 
that is not within your prerogative. 

Mr. Bratz. That is not. 
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Senator Humpurey. You are talking about the foreign policy 
effectives. What I want to get on the record is whether or not you 
think that you could manage, from a foreign-policy point of view, an 
export subsidy program relating to dried whole milk as well as you can 
to dried skim milk. 

You have got the skim milk program already. Would it make 
much difference if it was dried whole milk? 

Mr. Beatz. So long, sir, as we are able to carry out the program 
without doing harm to those other countries, certainly we could not 
object to it. Our concern is to do it without harm to our friendly 
allies. 

Senator Humpnrey. I appreciate that concern, and share your feel- 
ings. But I know that the Bureau of the Budget develops a “party 
line” on these matters. Then everybody comes down here with the 
party line. 

I am just wondering whether or not you think it would be any more 
difficult to manage an export program from the foreign policy point 
of view, that was, of dried whole milk, than dried skim milk, use 
you are working on the skim milk front already. 

I wondered if it would make any difference if the milk were whole 
and dried rather than just skimmed. 

Mr. Beate. When you put it that way, Senator, I would say that 
it would be no more difficult, though I can conceive that it might not 
be easy, or there might be difficulties. 

Senator Humpurey. The same exporting countries are involved, you 
see. That is what I getting at. 

Mr. Beare. That was the point. 

Senator Humpurey. The very same producing countries that are 
affected by our policies on skim milk will be affected by subsidization 
of whole milk. 

Mr. Beatz. That is the point I had in mind, and that each additional 
action increases the impact of the total, and therefore, as you move 
into each new area, you are likely to get an increased total impact on 
the economies of those countries. 

That would be one of the things that we would want to take into 
consideration, I would say. 

Senator Humrnurey. Just to get off this immediate S. 4013 for a 
moment, the gentleman with you is who? 

Mr. Beate. Mr. Callanan. 

. rua Humpuerey. Mr. Callanan, you are associated with Mr. 
eale 

Mr. Catzanan. Yes, sir. 

Senator Humpurey. What is your title again? 

Mr. Catianan. An international trade economist. 

Senator Humrurey. So yn work on these problems with Mr. Beale 
and Mr. Dillon and others? 

Mr. Catuanan. Yes, sir. 

Senator Humrpnrey. I said a moment ago that I was pleased to 
see the return to Government of Mr. Davis, Mr. John Davis, who I 
believe was the Assistant Secretary of Agriculture. 

Mr. Beate. That is right. 

Senator Humpnrey. I have a very high regard for him, and as I 
understand it, he has been concentrating his attention a great deal 
upon the use of food as a part of the total American foreign policy ? 
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Mr. Brae. That is correct, sir. 

Senator Humpurey. I hope that your Division in the Department 
of State, the Division of Economic Affairs, will make a recommenda- 
tion one of these days to really put our food program on a longer term 
basis. You know that here in this committee room we have had a 
knock-down, drag-out fight every year as to whether or not Public 
Law 480 ought to be 1 year, or 2 years, and so on. ’ 

Now I happen to believe that it ought to be on a long-term basis. 
If I had my way about it, I would put it on a 5-year basis at a min- 
imum. 

We finally got a Senate bill passed with a 2-year extension, and it 
was jammed up over on the agricultural front in the House of Repre- 
sentatives. 

Nothing has happened, I guess, this past week. I had to be away 
part of the time due to personal matters, and my earlier comments 
relating to the State Department were not so much on specifics in terms 
of an individual country’s needs under Public Law 480, or an indi- 
vidual country’s requests under Public Law 480. My criticism was 
leveled at a much more basic point, namely, that I do not believe there 
has been the sense of appreciation in the Defense and State Depart- 
ments and in the National Security Council, of the role of food and 
fiber in foreign policy on a continuing, long-term basis. 

This is what T am getting at. I have the feeling that something is 
beginning to happen here, because knowing Mr. Davis’ background 
and the way he thinks, and in light of my conference with Mr. Dillon, 
I feel some encouragement, and I only hope that you will have the 
courage and the foresight to request a long-term food and fiber pro- 
gram. I think this must be done. I just cannot help but feel that 
we are wasting valuable time. 

Just look at the mess we are in right now with this bill being argued 
proandcon. The countries that need our food supplies and could be 
very substantially helped are uncertain as to what the future will offer. 

I do not believe it necessarily means now that any country has been 
denied. I think there was some carryover so that possibly no country 
is currently being denied, but I am sure that some orders are being 
held back. The lamentable aspect of this problem is that we went 
through this a year ago, and we go through this every year. 

This might even be compared to contracting malaria. Once you 
have it, you get the shakes every so often. That is about what hap- 
pens with this 1-year extension of Public Law 480, and I want to get 
a longer term program. 

Mr. Beate. Senator, may I say that Mr. John Davis’ association 
with the Department reflects, I feel sure, Mr. Dillon’s sincere appre- 
ciation of the importance of Public Law 480. 

There are, I believe, very decided advantages in having a study 
made by someone who can withdraw from the day-to-day operations 
and look at the whole problem overall and objectively. 

As you know, Mr. Davis has just recently returned from his trip. 

Senator Humpurey. Yes, sir. I can hardly wait to see what he aa 
observed. 

Mr. Bratz. And he is, I understand, in the course of drawing up 
his report at this time. 

Senator Humpnrey. I want my administrative assistant, Mr. Wa- 
ters, to be sure you get a copy of my reports, too. This is my pet 
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project. You know, everybody has sort of one crusade in his life. I 
™ on this one and I am a very persistent fellow, obnoxiously so, at 
imes. 

Mr. Braz. Senator, we, too, in the State Department are looking 
forward to reading Mr. Davis’ report. 

Senator Humeruey. Give him my regards. 

Mr. Braz. He has withdrawn to Massachusetts to write it. 

Senator Humrurey. I do not believe I have any more questions, 
Mr. Beale. 

Mr. Bratz. Thank you very much, Senator. 

Senator Humpurey. I am very appreciative of your coming over, 
and Mr. Callanan. 

Thank you very much. 

Mr. Todd. 

Mr. Todd is of the Carnation Co., of Los Angeles, Calif. 

Mr. Topp. Mr. Senator, I have a 35-page statement because when 
the Department objects, they really object, and I felt obliged to 
answer. 

Senator Humenurey. I will tell you what todo. I see that you have 
the Department objections and your answers. 

Mr. Topp. That is right. 

Senator Humpurey. Why don’t we do this: The first part of this 
I gather is background. If you would like to paraphrase the first 
part and then we will get right to those objections. We will include 
it all in the record as read. 


STATEMENT OF CHARLES G. TODD, ATTORNEY FOR THE 
CARNATION CO., LOS ANGELES, CALIF. 


Mr. Topp. My name is Charles G. Todd. I am an attorney on the 
legal staff of Carnation Co., 5045 Wilshire Boulevard, Los Angeles, 
Calif. 

I have been authorized by Carnation Co. to testify in its behalf at 
this hearing. 

Carnation Co. requested representation today because this hearing, 
among other matters, concerns the question of Government price as- 
sistance to enable the evaporated-milk industry to continue substan- 
tial exports from the United States and we believe from available sta- 
tistics that Carnation Co. is the major processor of evaporated milk 
currently being exported from the United States. 

Senator Humenrey. Most of them in this hemisphere ? 

Mr. Topp. We have approximately 18 or 20. 

Senator Humpurey. Most of them in this hemisphere? 

Mr. Topp. No, sir. Now I say we have. I mean we have a finan- 
cial interest of one sort or another, mainly equity, I will say. They 
are not wholly owned. We do have a financial interest in plants in 
the Netherlands. 

I would like to file for the record only a copy of a letter to Mr. 
Frank Daniels of August 27, 1957, which was our original approach 
onthat. That is merely for the record. 

Senator Humpurey. Yes, sir, we will make it part of the record. 

(The letter referred to is as follows :) 
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CARNATION Co., 
Los Angeles, Oalif., August 27,1957. 
Mr. Francis C. DANIELS, 
General Sales Manager, Commodity Stabilization Service, 
Department of Agriculture, Washington, D.C. 


Dear Mr. DANIELS: As you may recall, the undersigned, on behalf of Carnation 
Co., has in the past several months contacted both you and Mr. John Dean, 
and various members of your staff, concerning the possibility of causing the 
Commodity Credit Corporation to sell to exporters of evaporated milk, butter, 
and powder, from the stocks of the Commodity Credit Corporation, at export 
prices, for unrestricted use, as are published periodically by the Commodity 
Credit Corporation. We have proposed and requested that exporters of evap- 
orated milk should be permitted to purchase an amount of such butter and 
powder as is equivalent to the butter and nonfat solids contained in the evap- 
orated milk so exported. 

Our immediate concern and the reason that the undersigned has been requested 
by Carnation Co. to remain in the East to follow through and expedite this re- 
quest is the fact that the United States evaporated milk industry is about to 
lose its market in the Philippine Republic, which market amounts to more than 
70 percent of United States exports. This impending loss is very tangible 
and not a mere probability and results from local Philippine production of filled 
milk and the very tangible and evident Netherlands inroads in the market. A 
delay, in granting our request, of even a month or so would probably cause 
irreparable damage. 

If at the moment your office for some reason does not deem it advantageous 
to make an across-the-board ruling permitting a reduced price for all evaporated 
milk exports we believe that the immediate danger to 70 percent of the total 
evaporated milk export market may be best avoided by a special order which 
may be made under a release which we have taken the liberty of drafting in 
tentative form and attach hereto as schedule VI. 

It would appear, tentatively, as though the benefit accruing to evaporated- 
milk exports under our proposed program would amount to approximately 
$1.44 per case in accordance with the computation set forth in schedule V hereof. 

Our last discussion on this point, as you may recall, was approximately 3 
weeks ago when we discussed the matter with you and with Mr. Raeder and Mr. 
Green, of your office. At that time it was suggested that we place our thoughts 
on this matter in writing and submit the same to you for further consideration. 

From previous conversation several months ago with Messrs. Dean, Raeder, 
and Green, it appears that the main objection on the part of the Commodity 
Stabilization Service to making such sales is: 

(1) The conception on the part of the Commodity Stabilization Service 
that evaporated milk is priced competitively on the world market, and thus 
needs no encouragement of the nature described above in order to permit 
a lower export price to result in a broadened export market. 

Other objections which have apparently been raised by the Commodity Sta- 
bilization Service to a program of this nature are as follows: 

(2) That evaporated milk is not a support item and that the CCC has no 
stocks of evaporated milk. 

(3) That there is a large world dollar market for evaporated milk and 
that our proposal might result in a decreased number of dollars resultant 
from this market. 

(4) That evaporated milk is too expensive to export. 

(5) That if the privilege of purchase at export price is granted to ex- 
porters of evaporated milk, then it must also be granted to exporters of dry 
whole milk or other dry milk containing fat and to exporters of sweetened 
St milk and these items are also priced competitively on the world 
market. 

(6) That if the privilege of purchase at export price is granted to ex- 
porters of evaporated milk then it must also be granted to exporters of mis- 
cellaneous products such as ice-cream mix, ete. 

(7) That the United States must not invade natural and historical mar- 
kets of friendly countries by the use of underpriced dairy products. 

(8) That some of the United States industries involved do not wish the 
proposed program to be put in effect. 

Not all of these contentions have been advanced directly to the undersigned. 
Some of the above contentions have apparently been advanced by your office 
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to other Government agencies including the ICA, which has itself, in writing, re- 
quested the Department of Agriculture to adopt certain phases of our proposed 
program for reasons later discussed herein. Possibly we have been misinformed 
and some of the above contentions have not been made by your office; however 
we have attempted herein to cover each objection to this program which we have 
heard from any source, in order to expedite the effective date of this program. 

To summarize our thoughts as to the above-listed contentions on the part of the 
Commodity Stabilization Service, they are as follows: 

(1) We do not believe that it can possibly be seriously contended that 
United States evaporated milk, dry whole milk, or sweetened condensed 
milk, is priced competitively on the world market if a market analysis of 
any extent is made. We assume that it is hardly necessary to elaborate on 
this statement as to sweetened condensed milk as this dropped out of the 
export picture to all extents and purposes in 1954, except for so-called 
giveaway programs. Schedule I attached hereto demonstrates the fallacy of 
this contention as to evaporated milk and schedule II attached hereto does the 
same as to dry whole milk. 

(2) As a legal, economic, and practical matter the fact that the CCC 
has no stock of evaporated milk and that this item is not a support item 
appears to be of absolutely no import. This aspect is discussed in schedule 
III attached hereto dealing with legal aspects of this matter and schedule 
IV attached hereto dealing with the economic aspects of this matter. 

(3) The large world dollar market for evaporated milk, if it may be 
called such, is apparently about to become a thing of the past. Actually 
at least 35 percent of the evaporated-milk market is ICA financed and 
thus is not a true dollar market. The same is true of the Public Law 
480 markets. This filing is made in an effort to conserve the evaporated- 
milk dollar market which is rapidly losing ground as is demonstrated in 
schedule I attached hereto. 

(4) As a legal, economic, and practical matter the fact that evaporated 
milk may be more expensive in form and to export appears to be of 
absolutely no import. This point is fully discussed in schedules III and 
IV hereto covering legal and economic aspects of our request. 

(5) We do not necessarily admit or concede that if the privilege of 
purchase at export price is extended to exporters of evaporated milk, it 
necessarily follows that the same privilege must be extended to exporters 
of any whole milk or sweetened condensed milk. In any event it may not 
be contended that these items are competitively priced on the world market. 
(See schedule II hereto. ) 

(6) We believe that it is very logical to differentiate between evaporated 
milk or dry whole milk which reconstitute into whole milk physical content 
solely by the addition of water and products containing a heavy percentage 
of nonmilk matter such as ice-cream mix, ete. This is discussed fully in 
schedule IV attached hereto. 

(7) Schedules I and II and the exhibits hereto rather convincingly dem- 
onstrate that the Western Hemisphere and the Philippine Islands as to 
evaporated milk and at least the Western Hemisphere as to dry whole milk 
have been historically United States markets. It is extremely doubtful 
if the assistance requested herein would enable the United States exporters 
of these products to successfully compete in other markets which may 
possibly be said to belong historically to other friendly countries even 
though they were originally developed by United States exporters. 

(8) We fail to perceive any valid reason why the fact that any portion 
of the United States dry whole-milk industry, evaporated-milk industry, or 
sweetened-condensed-milk industry may for any reason not be in favor of 
our proposed program concerning evaporated-milk exports, should be a 
factor for consideration at all. If these industries, other than the 
evaporated-milk industry, do not desire the program to be applicable to 
any one or more of them, then presumably they need not request its adoption 
as to these industries. So long as any exporter of any appreciable amount 
of evaporated milk believes and can demonstrate that a lowered export 
price may serve to expand export markets, or maintain export markets that 
would otherwise be lost to this product, we believe that the intent of the 
law as enacted by Congress is satisfied. For this reason we have not 
endeavored to join the above-mentioned other industries in this request and 
have filed this request solely on behalf of Carnation Co., although we 
are fully aware that this privilege will be applicable to all evaporated- 
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milk exporters and we can certainly have no valid objection to its extension 
to the above-mentioned other industries. It is rather difficult to ascertain 
why the other United States dairy industries would not be anxious to avail 
themselves of this program. 

Because of the extreme urgency of this matter, we regret that we have not 
had an opportunity to have the schedules and exhibits hereto prepared by our 
market research and accounting divisions. The undersigned remained in the 
East since our last meeting to prepare this filing in order that no time may be 
lost. Inasmuch as the undersigned is not a statistician or a market-research 
expert, the statistics presented herein are presented in rather rough form, and 
in many cases have been rounded out for purposes of expediency. The statis- 
tics were obtained from various United States Department of Agriculture 
publications, United States Department of Commerce publications, and various 
Netherlands Government publications. Despite the rather rough form in which 
these statistics are presented, the trends evidenced by the attached schedules and 
exhibits are undoubtedly correct. 

We regret the voluminous nature of this filing; however, we realize that your 
Office is extremely busy, and also realize that, in the past, delays of up to 3 
months have been experienced while your office has been assembling data for 
reply to similar requests. Accordingly, we have attempted to do the legwork in 
assembling most of the data we believed would be needed for consideration of 
this matter, and have attempted to anticipate possible requests on your part for 
additional information. 

We will, indeed, appreciate receiving an early approval of our request, because 
the effectiveness of our program would be severely impaired, by any delay at all. 
The undersigned has been requested by Carnation Co. to remain in the East 
during your consideration of this matter in order to endeavor to answer any 
further questions that may be raised by your office. 

Respectfully submitted. 


C. G. Topp, 
Attorney for Carnation Co. 


ScHEDULE I. DiscUSSION OF PRESENT AND HISTORICAL POSITION OF THE NETHER- 
LANDS AND THE UNITED STATES IN THE WESTERN HEMISPHERE AND PHILIPPINE 
EVAPORATED MILK MARKET 


The Department of Agriculture has, from time to time in the last 5 years, in 
various publications, made the statement that United States evaporated milk is 
competitive on the world market. The purpose of this schedule is to point out 
what appear to be obvious errors in this conception. 

For the past 3 years, the Republic of the Philippines has constituted over 70 
percent of the United States evaporated milk export market, and about 25 per- 
cent of the United States export market is accounted for by Western Hemisphere 
sales. 

For purposes of this schedule, we will compare the Netherlands and the United 
States, inasmuch as the Netherlands is the largest canned-milk exporter in the 
world at the present time. 

It seems rather patent that evaporated milk, sweetened condensed milk, and 
whole milk powder from the United States cannot be competitive in the world 
market when the butter and nonfat solids produced in the United States are 
not competitive in the world market. The situation as to these latter products 
is readily apparent, and is evidenced by the export sale price for such products 
established by the Commodity Credit Corporation. 

To set forth briefly the history of the United States evaporated milk export 
market, it should be noted that the major exporting countries involved in the 
evaporated milk world market have been, from 1910 to date, the Netherlands, 
United States, Switzerland, Norway, Denmark, Australia, Canada, and the 
United Kingdom. Prior to the First World War, the Netherlands had only a 
relatively small export market. The United States had a substantial export mar- 
ket, and Switzerland and the Scandinavian countries had a fair portion of the 
market. The Netherlands and the United States today export the bulk of 
evaporated milk on the world market. The United Kingdom has but recently, 
in modern times, become an exporter of evaporated milk, and Switzerland, the 
Scandinavian countries, and Canada have dropped to a minor point in the export 
market. Australia and New Zealand export some evaporated milk, but do not yet 
play a major part in any market which might today be termed a United States 
possibility. 


28625—58——5 








30 EXPORT PROGRAM FOR DAIRY PRODUCTS 


Exhibit C, attached hereto, sets forth, from 1922, the Netherlands evaporated 
milk exports as compared to the United States evaporated milk exports. It 
should be noted that, in 1922, exports of the Netherlands were virtually non- 
existent, while the United States had at that time a volume of exports which did 
not differ greatly from the present-day volume. The United States market at 
that time consisted of the entire world, including Europe, Africa, Asia, and the 
Western Hemisphere. As is apparent from the data set forth in exhibit C, the 
Netherlands export market increased steadily from 1922 to 1932, and in 1933 it 
reached the point where it exceeded the United States export market. The 
United States did not again take the lead over the Netherlands until the com- 
mencement of the Second World War. It should be noted that the market did 
not expand, and this trend was simply a natural result in view of the difference in 
the costs of production. 

A portion of this trend is, possibly, not too hard to accept because the Asian 
(excluding the Philippines) market, the European market, and the African 
market may probably be considered to be natural Netherlands markets by reason 
of the transportation aspects pertaining to these markets. This is true, even 
though the United States undoubtedly developed many of the above-mentioned 
markets. 

It should be noted that, historically, most of the Dutch exporters have, in the 
main, relied almost entirely on price advantage to take over and maintain the 
market, and have exerted little effort in advertising, promotion, and other market- 
development work. While the United States exporters have, in general, exerted 
considerably more effort in advertising, promotion, and other development ac- 
tivities, it has not been possible in most markets, by these means, to counteract 
for long the price differential in favor of Netherlands milk. 

The data set forth in exhibit C demonstrates that by 1939 the United States was 
supplying, in the export market, less than one-third as much evaporated milk as 
was the Netherlands. The situation had exactly reversed itself in the 10 years 
between 1928 and 1938. During the period from 1939 to 1949, the Netherlands 
exporters, because of war conditions and recovery problems, were virtually out 
of the export market ; however, by 1951, the Netherlands production of evaporated 
milk was well over the prewar level, and the Netherlands exports by 1951 were 
back as an important factor in the export field, and by 1952 had gone well ahead 
of the United States exports. 

If any markets may today be classified as United States evaporated milk ex- 
port markets, they would certainly be the Western Hemisphere markets and the 
Philippine Republic. It is obviously not possible today for United States ex- 
porters to compete with the Netherlands in any other market, such as Europe, 
Asia (excluding the Philippines), and Africa, because of the transportation 
costs and milk cost differential, unless the market in question is financed by 
United States Government agencies, and even in this case we believe it may 
safely be said that any such program can hardly be carried on through commer- 
cial channels and must be virtually a giveaway program before the United States 
milk will find a market. 

If we assume that the Western Hemisphere countries and the Philippine Re- 
public are the only markets which may, right now, possibly be retained by United 
States exporters, it is necessary to examine the historical and present situation 
with respect to these markets. We will first consider the Western Hemisphere 
markets. 

Exhibit B sets forth the situation in the Netherlands Western Hemisphere ex- 
port market for evaporated milk from 1934 to date, with the exception of the 
war years and the recovery years when the Netherlands did a reduced amount of 
export business. In addition to the data set forth in exhibit B, it should be noted 
that in 1925 the Netherlands did only about 400,000 pounds of evaporated milk 
business in the Western Hemisphere and it was not until 1928 or 1929 that the 
Netherlands exporters began to get a foothold in the Western Hemisphere due 
to more advantageous milk costs. In 1932 and 1933, the Netherlands attained 
approximately the same level of Western Hemisphere sales that was present in 
1934, as is reflected in exhibit B. 

As is apparent from the data set forth on exhibit D, the Netherlands, in the 
years between 1935 and 1939, passed the United States in Western Hemisphere 
sales even though the markets had been originally developed and commenced 
by United States exporters. It should, however, be noted that even in 1939 
approximately 93 percent of the Netherlands Western Hemisphere business was 
in four areas, namely, Panama, Peru, Curacao, and the British and French 
West Indies, while the United States business was spread more evenly over a 
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larger humber of countries. This fact is clearly demonstrated by the data set 
forth in exhibits A and B. 

It is thus seen that, so far as the historical aspect of the situation is con- 
cerned, the Netherlands played a major part in the Western Hemisphere market 
only for a period of about 5 years prior to the commencement of World War II. 
During World War II, and during the 4 years immediately succeeding the war, 
the United States continued developing the Western Hemisphere market it had 
created in the 1920's, and the Western Hemisphere market in 1947 and 1945 
was more than 3 times the size of the prewar market. By 1951 and 1952, how- 
ever, the Netherlands exporters again had apparently saturated their more 
advantageous markets in Europe, Africa, and Asia, and were again using the 
Western Hemisphere markets to supplement their more advantageous markets. 

A part of the reason for this intensified effort on the part of the Netherlands 
exporters was probably the greatly reduced exportation of Dutch milk to the 
United Kingdom, which had been a large importer of Dutch milk historically, 
and another factor which probably resulted in increased Western Hemisphere 
effort was the competition offered for a while by Australia in the canned-milk 
field in Asia. Exhibits A, B, and D evidence the fact that the Dutch exporters in 
1956 again passed the United States in Western Hemisphere business. 

Thus in one of the only areas which could, today, conceivably be a United 
States evaporated-milk export market the Netherlands has again taken the lead 
and it may expect, by all indications, to maintain and increase its lead in these 
markets. In view of present facts concerning evaporated-milk prices and costs, 
and in view of past history, there is certainly little or no incentive for any United 
States evaporated-milk exporters to expend time and money in advertising and 
market development effort unless some steps are taken by the Department of 
Agriculture in conjunction with the Commodity Credit Corporation to enable 
the United States producers of evaporated milk to offer a price which is at 
least competitive with the Netherlands milk in the Western Hemisphere. 

The statistics set forth on exhibit A, B, and D coffer an even sadder picture 
when it is noted that in 1956 more than $2 percent of the Western Hemisphere 
business which the United States managed to hold was in Mexico, Cuba, and the 
Canal Zone. 

It is thus apparent today that the only market which the United States can 
maintain, even in the Western Hemisphere, are those in border countries or in 
areas such as the Canal Zone which are heavily populated by United States 
nationals. It may be noted that in 1949 less than 50 percent of the United 
States Western Hemisphere market was in the above-mentioned 3 locations. 

Exhibit D evidences the fact that in all years since 1935, with the exception 
of the war years and those years immediately succeeding the war, the Western 
Hemisphere market has been the only United States market outside of the Philip- 
pine Republic and temporary markets which have resulted spasmodically from 
United States Government aid programs. Exhibit D shows that the Western 
Hemisphere market was a major market for United States exporters, even during 
the period 1935 to 1939, when it averaged about 34 percent of the United States 
total export market. During this period this market only averaged about 14 per- 
cent of the Netherlands export market, and in general appears to have been 
resorted to by the Netherlands exporters as plus business when their markets 
were saturated or unfavorable conditions were met in more favorable Nether- 
lands markets. 

Exhibit A, attached hereto, indicates that in 1956 the United States in the 
Western Hemisphere had only 5 markets taking over 400,000 pounds of evaporated 
milk. This may be compared with 12 such markets in 1949, 10 such markets in 
1950, 9 such markets in 1951, 7 such markets in 1952, and 7 such markets in 1953. 

Exhibit B, attached hereto, indicates that in 1956 the Netherlands, in the 
Western Hemisphere, had 15 markets taking over 400,00 pounds of evaporated 
milk, and this may be compared with 7 such markets in 1951, 11 such markets 
in 1952, and 13 such markets in 1953. 

The trend shows almost an exact reversal of torm. It should be noted that 
400,000 pounds amounts to less than 10,000 cases of evaporated milk. 

We will next consider the Philippine Republic, which takes over 70 percent 
of United States evaporated-milk exports. 

As exhibit C sets forth, in 1934 and prior years, the Netherlands had no appre- 
ciable share of the Philippine evaporated-milk market. Occasionally spasmodic 
evaporated-milk exports were made to the Philippines from the Netherlands, 
but no regular Netherlands export market existed before 1935. For many years 
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prior thereto the United States had supplied the Philippine market, and as early 
as 1925 the Philippine market comprised about 10 percent of the total United 
States export. It may be here mentioned that the Netherlands at that time had 
a very small sweetened condensed market in the Philippines, which in 1932 had 
grown to approximately one-third of the United States-Philippine market for 
sweetened condensed milk, and from 1933 to the commencement of World War 
II the Netherlands sweetened condensed market increased. 

By the end of 1934 the Netherlands, by reason of cost and price differentials, 
had a substantial share of the Philippine market for evaporated milk, as is set 
forth in exhibits C and D, and this share in a period of approximately 4 years 
developed to such an extent that the Netherlands evaporated-milk exports 
amounted to considerably more than one-half of the combined Netherlands and 
United States-Philippine business. 

In the 7 years subsequent to World War II the United States again had 
virtually the entire Philippine evaporated-milk market, and by 1951 this market 
was almost 3 times the prewar market. In 1951 the Netherlands stepped into 
the evaporated-milk market, and during the period from 1951 to date the share of 
the Netherlands in the Philippine market had steadily increased in a much faster 
ratio than has the United States share of the market. This ratio of increase is 
evidenced by the data set forth in exhibit D. 

Again we are faced with the situation of a market which was developed by 
United States exporters and is being taken over by the Netherlands by reason 
of cost and price differentials. Since the war the United States has managed 
to hold through 1956 a better share of the market than it was able to hold in 
the years immediately preceding the war. This has been accomplished by rea- 
son of heavy advertising and market promotion effort in the Philippines by United 
States exporters since the war, and also, to a considerable degree, by reason of 
the ICA program which has in recent years assisted the United States exporters 
to overcome currency difficulty. It should be noted, however, that in accordance 
with the Mutual Security Act, this ICA financing is handled through commercial 
channels, and at such commercial prices as the exporters are able to offer. Thus 
the United States exporters, even with the aid of the ICA financing program, 
definitely face a price and cost problem which the United States exporters had 
heretofore been unable to combat solely by market promotion and advertising. 

At the present time there are four major factors which forecast a sharp de- 
crease in, if not elimination of, the market of United States evaporated milk 
market in the Philippines. These are as follows: 

(1) Netherlands cooperatives are offering and selling to Philippine im- 
porters evaporated milk at $1.40 per case less than a majority of the United 
States imports. Obviously with a price differential of this nature it is only 
a question of time before the United States-Philippine market will be sharply 
reduced or nonexistent, despite advertising and market promotion on the 
part of United States exporters. 

(2) The ICA estimates that during the past fiscal year approximately 
$13 million was used by that agency for financing of evaporated milk ex- 
ported to the Philippines. This agency estimates that this amount financed 
at least one-half of total United States exports to the Philippines. From 
such information as we have been able to obtain, the ICA estimates that 
the amount applied to evaporated milk exports to the Philippines will be 
reduced during the ensuing fiscal year to approximately $8 million. This 
factor is most important when considered in conjunction with point (3) 
below and the currency exchange question will be most important and bur- 
densome to United States exporters. 

(3) Despite ICA financing the trend toward Netherlands milk is most 
apparent during 1957. Namarco, which is the purchasing agency for the 
Philippine Government, purchased in its last major purchase order of evap- 
orated milk 920,000 cases, which represents a purchase by that agency for 
an estimated period of 4 months. Of this total, more than 500,000 cases 
were purchased from Netherlands exporters. The balance of the business 
went to United States exporters. This 1 purchase amounts to almost 25 
million pounds, which is approximately equal to the total Netherlands 
imports for the year 1956. Thus it would appear that in view of the price 
differential, the Philippine Government purchasing agency would rather 
expend Netherlands guilders than avail themselves of ICA financing for 
United States exports, because ICA purchase authorizations were at that 
time readily available. 
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It should here be noted that the Philippine pesos produced under the ICA pro- 
gram are in part used for mutual defense in the Philippines, and are in part 
loaned to the Philippine Government for economic development purposes. In 
other words, at least based on present intent, it is not an actual giveaway program, 
except as to the portion used for mutual defense, which the United States would 
undoubtedly provide irrespective of evaporated milk purchases. We assume that 
the Philippine Government is also aware of this fact. 

(4) About 2 years ago it became apparent that certain interests con- 
templated the establishment of a plant in the Republic of the Philippines 
for the purpose of manufacturing a product which is known in the United 
States as filled milk. This product was to be condensed and canned and was 
to be produced from powdered nonfat milk imported from either the United 
States or New Zealand and coconut oil. The interests mentioned above 
proceeded to file an application for the establishment of such an operation 
with the Central Bank of the Philippine Republic, and also filed an appli- 
cation for tax exemption under Philippine law. It may be here noted that at 
that time a product in fluid milk form processed from coconut oil and non- 
fat milk powder was being developed in the Philippines and was shortly 
thereafter, and is now being marketed. Carnation Co., at the time of the 
above-mentioned application, was probably the major supplier of evaporated 
milk exported to the Philippines from the United States, and realized that 
the above-mentioned filled milk product could seriously cut into or eliminate 
its evaporated milk market in the Philippines. Accordingly, as some meas- 
ure of protection of its interests in the Philippine market, Carnation Co., 
through its affiliate, General Milk Co., was obliged to make plans for the 
construction of a filled condensed and canned milk operation in the Philip- 
pine Republic. 

It should be noted that three such plants, owned by different interests, are 
now in the process of construction or completion. Two of these plants are 
owned by United States interests, and the third is owned by local interests, 
and possibly interests in the Netherlands. Production is expected to begin 
at 2 of these plants within the next 2 months, and their effect on the United 
States evaporated milk business in the Philippines, at the present price for 
such milk, will probably be quite severe. 

It is our opinion and hope that a substantial portion of the Philippine market 
for United States evaporated milk may be preserved for quite some time to come 
or indefinitely, if a program such as we have requested is adopted by the Com- 
modity Credit Corporation and the Department of Agriculture. We believe that 
with continued market promotion activities and advertising, that a substantial 
portion of the market may be held, and it is our hope that for many purposes such 
as infant and child feeding, hospital use, home consumption and dietary use, etc., 
the market for United States evaporated milk may continue indefinitely, provided 
some sort of a substantial price reduction may be granted by reason of the pro- 
gram which we propose herein. 

From 1951 through 1956, the percentage of the United States in the Philippine 
market has steadily decreased each year as is shown in exhibit D and with the 
four unfavorable factors noted above there is no reason to hope for anything but a 
much greater decline in the future. In unit quantity the Netherlands market 
has increased over 400 percent since 1953 while the United States market in- 
creased about 57 percent. 

It is obvious that the Philippine market is the only large single market in 
which the United States now has a lead over the Netherlands, even though it 
is declining, and if this market disappears the United States is reduced to a 
very minor position in evaporated milk exports. It thus appears most important 
to try and hold this 70 percent of the market although the share will be reduced 
sharply in 1957 as is apparent from facts already available. 

It seems clearly established by the foregoing and by the exhibits attached 
hereto that evaporated milk may not today be exported from the United States 
in the general world market. As a matter of fact it seems clear that under 
ordinary circumstances it cannot be exported to any country unless it is a border 
country or unless extraordinary circumstances exist, and the market is large 
enough to bear heavy advertising and promotional costs in an effort to hold 
the market against cheap milk. 

The argument contended for by the Department of Agriculture and the Com- 
modity Credit Corporation to the effect that the United States evaporated 
milk exports have increased during the past 4 years is erroneous when used 
as a basis to claim that United States evaporated milk export prices are com- 
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petitive. The total world market of the Netherlands and the United States 
in 1951 was slightly in excess of 300 million pounds and of this amount the 
United States had more than two-thirds of the market. In 1956, the total 
exports of the Netherlands and the United States amounted to a!most 360 
million pounds and the United States had approximately a 47 percent share 
of this market, of which share more than 70 percent is accounted for by the 
market in the Philippine Republic. 


ScHEDULE II. DIscUSSION OF PRESENT AND HISTORICAL POSITION OF THE NETHER- 
LANDS AND THE UNITED STATES IN THE WESTERN HEMISPHERE DRY WHOLE 
Miitk MARKET 


The picture with respect to whole milk powder is much the same as that for 
evaporated milk except that the historical background is different due to the 
fact that exports of this product did not reach any substantial quantity until 
about 1932. 

In 1934 the Netherlands world export market was almost 10 times that of the 
United States as is demonstrated in exhibits E, F, and G attached. However, 
as is also demonstrated by said exhibits, the United States Western Hemisphere 
market was approximately 7 times that of the Netherlands in 1934 and in that 
year almost one-half of the United States market was in the Western Hemisphere. 

By 1939 the Netherlands Western Hemisphere market had increased only 
slightly and the United States was then exporting to the Western Hemisphere 
more than 25 times the amount of Netherlands exports and in total world 
trade was exporting more than one-third the amount exported by the Netherlands. 

After the termination of World War II the Netherlands again commenced to 
export powdered whole milk, but in 1948 its total exports amounted only to 7 
million pounds or about one-third of its prewar level as compared with total 
United States exports in that year of over 100 million pounds. 

By 1952, however, the Netherlands had passed the United States in world 
market exports and in the Western Hemisphere was exporting about 25 percent 
as much as the United States. 

Since 1952 the trend was continued against the United States and in 1956 
the Netherlands on a world basis exported 63 percent of the combined United 
States and Netherlands export market. 

In 1956 the Netherlands exported more than one-half the amount that the 
United States exported to the Western Hemisphere. 

Between 1952 to and including 1956, the Netherlands whole dry milk powder 
market in the Western Hemisphere increased by more than 80 percent and 
during the same period the United States Western Hemisphere market decreased 
by about 18 percent and since 1948 this decrease is about 37 percent. 

A study of the export statistics will clearly show that the Western Hemisphere 
whole milk powder market is expanding now more rapidly than is the world 
market and it will also show that the United States is rapidly losing ground 
in this market. 

In 1956 almost 90 percent of United States world whole dry milk exports 
were to the Western Hemisphere and more than 27 percent of the Netherlands 
world exports were to the Western Hemisphere. It should be noted that prewar 
Netherlands exports to the Western Hemisphere amounted to less than 1 percent 
of total Netherlands world exports of dry whole milk with the exception of the 
year 1939 when exports dropped sharply due to the war. 

In 1956, approximately 91 percent of the United States Western Hemisphere 
market was in Venezuela. Since 1952 the Netherlands has almost doubled 
its market in this country and now has exports almost equaling one-third of 
United States Venezuelan exports. This was accomplished in the face of exten- 
sive advertising and market promotion on the part of United States interests. 

In no other Western Hemisphere market but Venezuela and the Canal Zone 
did the United States in 1956 have exports of more than 400,000 pounds, and 
yet in 1948 there were 12 United States markets exceeding this figure and in 
1952 8 markets exceeded this figure. Against this record it should be noted that 
in 1956 the Netherlands had 8 Western Hemisphere markets exceeding 400,000 
pounds and the trend is certainly continuing in convincing style. 

Again we sincerely doubt if it can be seriously contended that dry whole 
milk from the United States is competively priced in the world market when 
the United States cannot even hold the market in the Western Hemisphere. 
The trend is certainly not caused by superior Netherlands products or market 
promotion or advertising. It is solely price, as the surveys of the Department 
of Agriculture have shown. 
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We have for purposes of comparison here again used the Netherlands 
although Canada, New Zealand, Australia, and Denmark are all, of course, large 
exporters of dry milk and Canada and Denmark have both exported substantial 
quantities of dried milk to the Western Hemisphere with the Danish world 
exports of dry milk powder increasing rapidly in recent years. We have 
used the Netherlands because at least through 1955 virtually all its Western 
Hemisphere dry milk exports were whole dry milk and at least through 1955 
it was the largest European exporter to the Western Hemisphere. 


ScHEDULE III. LEGA ASPECTS OF PROGRAM 


As to the legal aspects of the program proposed herein, it would appear as 
though no difficulties could be encountered, and indeed the program is strongly 
supported by law. 

Title 15, section 714 (c), United States Code provides that the CCC may use its 
general powers to export or cause to be exported, and aid in the development of 
foreign markets for United States agricultural products. This title further 
indicates that ordinary channels shall be used in the exercise of such powers. 

Title 7, section 1853, United States Code, states that current policy of the 
CCC is to offer for sale for export, at competitive world prices, surplus agricul- 
tural products. 

Title 7, section 1427, United States Code, provides that sales for export shall 
not only include sales made on condition that the identical commodities sold 
be exported, but shall also include sales made on condition that commodities of 
the same kind and of comparable value or quantity be exported either in raw or 
processed form. 

Title 7, section 1706, United States Code, provides that for purposes of section 
1427 and certain other purposes the term surplus agricultural commodities means 
and includes publie or privately owned commodities. 

The law further provides, of course, that sales for export, or for export of 
equivalent products, raw or processed, may be made by the CCC at less than 
cost, which price would presumably mean competitive world prices when these 
provisions are construed with other provisions above summarized. 

L. D. 25 of the Commodity Stabilization Service, as amended to date, together 
with CS§ notice to exporters, revision of March 26, 1957, clearly contemplates 
the export of dairy products in a form other than the form in which such prod- 
ucts are owned by the CCC and there is no requirement in the law, either 
expressly or impliedly, which limits the purchase for export privilege to support 
items such as butter and nonfat powered milk. It is dairy products which are 
in a surplus position in the United States and not the support items in particular. 

Actually the CSS has in the past demonstrated that it too interprets the law 
in this manner as it has allowed the purchase for export privilege to Beatrice 
Foods Co. with respect to a combination fat and nonfat dry milk product, to 
Borden Co. with respect to Star-Lac, and to various companies with respect to 
anhydrous fat. 

There is no provision of the law which even indicates that the product to be 
exported should be in the cheapest or simplest form or in nonprocessed form. 
To interpret the law in this manner would be to discriminate against United 
States processors and also United States labor in favor of foreign processors and 
labor in the country where further processing of United States dairy products 
may take place. 

The directives of Congress indicate that customary channels are to be used 
in the sales for export of surplus agricultural commodities. So far as dairy 
products are concerned, historically, one of the most customary channels of export 
has been evaporated milk and until recent years, sweetened condensed milk. These 
channels, historically, would appear to be far more customary channels of export 
of dairy products from the United States, than powdered nonfat milk and butter. 

Although we have previously demonstrated, and we believe conclusively so, 
that United States evaporated milk may not be exported (by reason of cost) to 
any country more than 100 miles away without Government aid, or almost prohi- 
bitive advertising and promotion costs on the part of the exporter (any more 
than could butter or nonfat powder be so exported), we have examined the laws 
governing the point in question and find no provisions requiring that the pur- 
chase for export privilege be limited to a particular item or items, in a class of 
surplus agricultural products, which item or items have a declining export 
market or are not priced competitively in the world market. It would appear 
as though the only requirement, which may even be implied, is a requirement 
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of a showing that a reduced export price might result in increased exports of 
the item or items (or maintenance of an existing market), thus reducing the 
surplus in the class; in this case dairy products. It appears obvious that this 
fact would result from the lowering in export price of any product, as it has in 
the case of butter and nonfat dry milk. 

One last legal factor may be mentioned and that is the fact that the Mutual 
Security Act of 1954, as amended, requires by virtue of title 22, section 1922, 
United States Code, that certain amounts of funds authorized therein shall be 
used for export and sale, through commercial channels, of surplus agricultural 
commodities, and in addition to the amounts definitely so prescribed by Congress, 
the ICA has as a matter of policy attempted to devote even further funds to this 
purpose. In view of the fact that evaporated milk and sweetened condensed milk 
are dairy products most generally exported through commercial channels and 
result immediately in foreign currency, as compared with equipment type items, 
the ICA has attempted to use evaporated milk for this purpose and to a lesser 
extent, sweetened condensed milk. Your office was advised by the ICA approxi- 
mately 15 months ago that it was having extreme difficulty in employing canned 
milk for this purpose due to wide price differentials. It appears as though as 
a legal matter every effort should be utilized to enable the ICA to comply with 
the congressional intent as expressed, in the Mutual Security Act of 1954, as 
amended. It was under these provisions of the law that the ICA financed approxi- 
mately one-half of the Philippine evaporated milk market last year. 

As stated above, it would appear from the law, that there is no justifiable legal 
basis on which evaporated milk may be denied the privilege extended to its com- 
ponents, butter fat and dry milk nonfat solids. 

Inasmuch as L. D. 25 adequately covers the exports of evaporated milk, whole 
milk powder, or sweetened condensed milk, it would appear that no further 
formal notice need be prepared or published; however, in the event that some 
limiting factors are deemed neccessary by your office we have taken the liberty 
of drafting a tentative release covering the point in question which we attach 
hereto as schedule VI. 





ScHEDULE IV. EconoMIC AND PRACTICAL ASPECTS OF PROGRAM 


(a) Economically the proposed program would appear to be beneficial to 
United States exporters and processors, milk producers and labor and would 
further assist in the program for disposal of surplus agricultural programs. 

Today a considerable amount of powder and butter is exported for recon- 
stitution abroad. While a large majority of these exports are for recombined 
fluid milk, there is apparently no reason under the law or regulations why large 
quantities of these products could not be exported to result in recombined con- 
densed milk in any form where a market so justified. In a recombining operation 
of this nature, however, the United States milk producer may lose a commercial 
market for his product to the extent that CCC products are exported for this 
purpose and foreign labor rather than United States labor is used to the extent 
that condensing and packaging labor exceeds the labor utilized in butter and 
powder production; also an overall loss or waste of labor results from the re- 
duction of milk to powder and butter or butter oil and its later reconstitution. 

So lon# as our proposed program is commercially feasible, it would certainly 
appear to be a more logical program than reconstitution abroad, which in the 
larger markets has the same end result as the program we have proposed. 

(b) We do not believe that the fact that evaporated milk may be more costly 
to export than butter or nonfat powder enters into consideration at all. Actually, 
as we understand it, the primary purpose of the Department of Agriculture and 
the CCC in entering into the export program in 1954 was to dispose of surplus 
agricultural products at the least loss or cost to the Government possible. We 
do not believe that the purposes of this program for export sales are philanthropic 
or sociological in nature nor do we believe that the purpose of this program is 
to benefit the needy of other countries. The law which enables this program 
does not soindicate. Sales are called for. 

There are other programs such as some aspects of the ICA program, programs 
under section 416 of the Agricultural Act of 1949, government to government 
sales programs, etc., which are essentially in operation for philanthropic and 
charitable purposes and there are many agencies, which have this purpose as 
a primary objective, such as UNICEF and a number of private welfare agencies 
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in the United States which have facilities abroad and distribute products under 
section 416. 

While we are obviously not in a position to make a definite statement on this 
subject, it would appear that the primary function of the Commodity Stabiliza- 
tion Service with respect to surplus dairy products is first to cause the surplus 
to be sold or disposed of at a minimum loss or cost to the Government and 
secondarily to facilitate the distribution of such surplus, as cannot be sold, into 
channels available under the law for charitable and philanthropic purposes. 
The enactment of Public Law 480 indicates a strong congressional intent that 
the surplus be sold and it may be here noted that evaporated milk is considered 
eligible under this program and some small shipments are being made there- 
under. 

If we are correct in the above assumptions then the question of price or form 
of the product exported should be of little or no import. The surplus is being 
exported just as surely whether the export is of butter and power or evaporated 
milk and the cost to the Government will be no greater under the program we 
have advanced although very logical arguments could be advanced for a greater 
differential than that which we have computed on schedule V. 

So long as any surplus butterfat and nonfat milk solids exist which are not 
sold it would appear that it should as a matter of economics make no difference 
to the Commodity Stabilization Service in what form they are exported or at 
what price. If the price of a product is too high then none will be exported and 
the surplus still remains for the giveaway programs. If exports increase or if 
markets are retained which would otherwise be lost, then the surplus decreases 
and it is obvious that foreign purchasers are willing and able to pay the price 
for the product which has been made possible by the CSS export-price program 
and more is sold and less must be given away. We sincerely doubt whether the 
increased or continued export of evaporated milk will reduce the exports of 
powder and butter as such due to the difference in types of market and it would 
be immaterial if it did. 

While we have not bothered checking the point, because it is immaterial to us, 
we rather imagine that the price of reconstituted milk in recombining areas such 
as Thailand is also rather high from a philanthropic or charitable point of 
view. We are not requesting that additional evaporated milk be given away; 
we are asking for an opportunity to continue making commercial sales in export 
trade in markets which we have a chance of holding or expanding. 

(c) As we explain eleswhere, it makes no legal difference to the export pro- 
gram that evaporated milk is not a support item. It is rather logical that it 
is not a support item as it would appear, at least at first glance, to be a waste 
of time, money, and effort, to process evaporated milk for indefinite accumula- 
tion. When it comes to export sales, however, the picture is completely changed 
and the market will be or has been developed by commercial interests and the 
surplus is reduced at the same cost to the Government. We are not herein 
requesting the Government to buy and accumulate evaporated milk. 

As a practical matter we can see that the Commodity Stabilization Service 
would have administrative difficulties in extending the program to all products 
containing any amount however small of dairy products and to some degree we 
can see that administrative difficulties might be encountered in extending the 
program to products which are essentially dairy products but contain a sub- 
stantial percentage of other types of ingredients. The paperwork and admin- 
istrative work in your office would prohibit the covering of all products containing 
milk derivatives. 

The primary surplus product, however, is milk ; and evaporated milk and whole 
milk powder are the two forms in which whole milk may be exported. Only 
water is needed for complete reconstitution. Sweetened condensed milk of course 
is similar in nature except that sugar is added as a preservative. 

For years, evaporated milk and sweetened condensed milk have been tradi- 
tional instrumentalities used in the export of whole milk and evaporated milk 
has continued to be such an instrumentality. 

Historically, canned milk has been a far more customary channel of export 
dairy products trade than have powder and butter. 

There appears to be no economic or practical basis whatsoever for denying 
the privilege of purchase for export to a product which has been a major export 
instrumentality, and allowing it to its components which may be reconstituted 
into evaporated milk and neither of which have ever been major instrumentalities 
of export in quantity except during war years and under give-away programs. 

28625—58——_6 
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As to the question of administration of the program which we have suggested, 
it would appear that no problem exists. 

There would not be any storage problem and the CCC would not have to take 
possession of the dairy products involved. The exporters of evaporated milk are 
not so numerous as those exporting powder and other dairy products and little 
paper work would be involved. A program similar to the so-called “buy back” 
program used with respect to power may be employed if desired and by this means 
administrative difficulties are actually reduced. If the so called “buy back” 
program is for any reason not satisfactory then we are certainly agreeable to 
assisting in the formation of some other plan. 

Actually Carnation Co. could probably actually use the powder or butter 
under some existing program but this would probably not be applicable to some 
other producers. 

(ad) At a previous meeting, Mr. Dean, we believe made a statement that the 
CSS would not subsidize evaporated milk exports. Certainly the program we 
have requested is not a subsidization of evaporated milk exports. However, 
suppose it was. Is this any different than subsidizing exports of dry milk 
powder, which in 1953, the year before the program was enacted into law had 
more solely commercial exports than the product had in 1950? We think not 
when it is noted that it is proper under the present export policy of the CSS to 
export such product under brand name, which policy is undoubtedly wise and 
necessary to expand and further sales, advertising, and market promotion. 

(e) We believe that we have adequately demonstrated elsewhere herein that 
the requested program as to the Western Hemisphere and the Republic of the 
Philippines will not disturb historic markets of friendly nations so far as 
evaporated milk is concerned unless the fact that the Netherlands exporters 
were in these markets for a short period of time prior to World War II by 
reason of cost differential makes these Netherlands markets when it is con- 
sidered that evaporated milk has been exported more than 50 years. Un- 
doubtedly the Danish and Netherlands exporters will not be too happy with the 
program, but we believe that this is immaterial, so far as United States markets 
are concerned, in areas which were developed by the United States and where 
the United States products have dominated the particular market in a vast 
majority of years since the exportation of evaporated milk commenced over 50 
years ago. 

(f) The ICA in is efforts to finance canned milk exports to raise funds for its 
various programs has had considerable difficulty in marketing canned milk 
through commercial channels, because the United States price is not competi- 
tive in the world market, and has so advised the Department of Agriculture. 
Canned milk is considered well adapted to such fund raising in view of the fact 
that sales result in funds immediately. 

When it is noted that the amount of funds to be devoted to canned milk in the 
Philippines for the current year is greatly reduced it appears that at least a 
part of the cause of such reduction is the price disadvantage of United States 
canned milk in the Philippines. 

The ICA has repeatedly indicated its desire for a more competitive price 
for canned milk. 

(g) While we realize that price is not the only deterrent to United States 
exports, and we realize that the United States exporter is at a disadvantage at 
certain times and in certain markets by reason of currency exchange laws, 
duty preferences, etc., it is apparent that price is the chief deterrent. 

The price cannot be reduced without Government assistance. For example, 
a major portion of the exports to the Philippines today is made at a price 
which yields considerably less profit to the United States processor than do 
domestic sales. In some instances possibly no profit results and only a portion 
of fixed charges is absorbed by export sales. 

Unless some method of price reduction is achieved within a month, tangible 
evidence points out that the Philippine evaporated milk market will be lost in 
its entirety to United States exporters, leaving only the Western Hemisphere 
exports which as we have previously demonstrated, are rapidly dwindling. 

It is our thought that if by reason of the program which we propose herein, 
the United States exporters of evaporated milk are able to hold a substantial 
portion of the Philippine and Western Hemisphere markets for a period of at 
least a few years, that it may be possible by means of continued market promo- 
tion and change in world conditions to strengthen these markets to such a 
point where it will be difficult for the Netherlands exporters to complete the 
process, which they are now engaged in, of completely capturing these markets. 
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SCHEDULE V. TENTATIVE BASIS ALLOWANCE FOR EXPORTED EVAPORATED MILK 


Pounds in case of evaporated milk (net) ------.-...----.---_------ 43. 75 
Percent. of fat. wolid@. ss cicteicseicse cet bs dale ec See 7. 93 
Percent of nonfat solids... ___- wtcads~-Svinethiiatels dash <a sine Ae 18. 07 

Percent of: total : welidec ssc s nds dis omen lites nee 26. 00 


43.75 times 0.0793 equals pounds of pure butter fat or______-.------~-- 3.7 
3.7 times 1.25 equals pounds of grade A butter equivalent___.__----~_- 4. 625 


San Francisco butter support price per pound_______~- ws ws encisennsngay a ee 
Export surplus butter. price per, PounGsn 082 he he. ee le 29 


Difference between butter support price and sale price__-___~~_ . 2075 
$0.2075 times 4.625 equals payment for fat per case_________________-- . 9597 


43.75 times 18.07 equals pounds of spray powder or___--_------------ 7.9 
Support price spray powder per P@Um@sncinslecccn liesesi oceanic . 1515 
Export surplus spray powder price—bags—pounds_______--__ ks abate . 0905 
Difference between nonfat powder support price and sale price-__  . 0610 
$0.0695 times 7.9 equals differential for powder per case____-__---_-- . 4819 
AGé@ fat payment... 2c ised sda pee . 9597 
Total differential per case____-- seats eA bins ibaa eed _ 1.4416 


SCHEDULE VI. Proposep RELEASE To Be ISSUED BY COMMODITY CREDIT 
CORPORATION 


The Commodity Credit Corporation is prepared to sell salted creamery butter 
and nonfat dry milk, which it has acquired under the program to support prices 
to producers of milk and butterfat, to domestic processors of evaporated milk, 
sweetened condensed milk or dry milk containing butterfat: including whole 
dry milk (which products are herein referred to as “products” and any of 
which products is herein individually referred to as “preduct”), who shall 
export any such product to a foreign country in accordance with the terms of 
this notice, and the price to be paid for such salted creamery butter and nonfat 
dry milk shall be the export price for unrestricted use as is published in the 
Commodity Credit Corporation monthly sales list. 

Such sales of salted creamery butter and nonfat dry milk shall be made only 
subject to the qualifications and limitations set forth below and in such quanti- 
ties in respect of any qualified export of any product as will properly reflect 
the pure butterfat content relationship and the solids nonfat content relation- 
ship between salted creamery butter and nonfat dry milk solids, to be sold by 
the Commodity Credit Corporation, and the product which is exported. 

The salted creamery butter and nonfat dry milk may be purchased in accord- 
ance with the terms and conditions of announcement 
GGGO@ 22255540058 acca 

The qualifications and limitations referred to above which must be complied 
with by any exporter of products hereunder in order to qualify for the purchase 
hereunder of salted Creamery butter or nonfat dry milk are as follows: 

(1) Any product so exported shall not be sold to any United States Govern- 
ment agencies located in foreign countries. 

(2) Any product so exported shail be sold to the ultimate consumer within 
the foreign country to which it is exported unless specific approval of the 
Commodity Credit Corporation is obtained permitting a reexport or trans- 
shipment of the product from such foreign country. 

(3) The exporter must export the product within 160 days of the date on 
which the Commodity Credit Corporation delivers the salted creamery butter 
and nonfat dry milk or within such an extension of that period as the Com- 
modity Credit Corporation may authorize. 
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(4) The exporter of any products shall furnish to the Commodity Credit 
Corporation satisfactory evidence that United States exporters of the product 
to be exported have historically supplied quantities of the exported product to 
the foreign country to which such product is to be exported and that either; 

(a) The unit quantity of exports of the product from the United States 
to the foreign country has declined appreciably within the 6 calendar years 
preceding the date of export; or 

(b) The total annual imports of the product into the foreign country 
from all sources has increased appreciably within the 6 calendar years 
preceding the date of export and that the exports of the product to the 
foreign country from the United States have not increased in like propor- 
tion; or 

(c) The total exports of the product into the foreign country from the 
United States, because of any circumstance or set of circumstances, are, 
or may be reasonably anticipated to be, reduced in the calendar year of 
export either in actual unit quantity, or in proportion to imports of the 
product from all sources into the foreign country, as compared with the 
amount of the product exported to the foreign country from the United 
States during the preceding calendar year. 

(5) As alternatives to the requirements under (4) above: 

(a) The exporter of any product may furnish to the Commodity Credit 
Corporation satisfactory evidence that no one friendly foreign country nor 
the United Sttaes has during each of the 3 calendar years preceding the date 
of export, exported an appreciable amount of the product to the foreign 
country to which the product is to be exported or such exporter may fur- 
nish to the Commodity Credit Corporation satisfactory evidence that no 
one friendly foreign country nor the United States is, during the calendar 
year of export, exporting said product to the importing foreign country 
in appreciable amounts ; or 

(b) The exporter of any product may furnish to the Commodity Credit 
Corporation satisfactory evidence that the product exported is exported 
and sold pursuant to any of the provisions of the Mutual Security Act of 
1954, as amended. For the purposes of this subparagraph (a), it shall not 
be necessary for the exporter to furnish evidence that the identical item 
or class of items exported was purchased with funds or exchange resulting 
from a transaction under the Mutual Security Act of 1954, as amended. 
Satisfactory evidence that any evaporated milk, sweetened condensed milk, 
or dry milk containing butterfat was exported or subject to export under 
a purchase authorization issued pursuant to the Mutual Security Act of 
1954, during the calendar year of export or the preceding calendar year 
shall be considered as satisfying the provisions of this subparagraph. 
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Exuisir C.—Comparative tables, Netherlands and United States total evaporated 
milk exports (1922-56) ; Netherlands and United States Philippine evaporated 
milk exports (selected years 1922-56) 


{In thousand pounds] 

















l l 

| Netherlands |United States} Netherlands | United States 

| total total | Philippine | Philippine 

| exports | exports exports ! exports ! 

\|———_- ——— - — -— — —--— - “| ee 
1922 fis-3 dined’ 3, 672 131, 000 |_..____. fo cecil 
1923 ’ ; : 9, 785 | 196, 900 | 52.252... | 5, 123 
1924 : % cacal 15, 136 WE. Se [3.2.23 : 8, 161 
1925 a 11, 004 105, 100 34 | 10, 066 
19.6 ae 13, 226 | OO 16... 4b. 58 5. aa 
1927 17, 639 | RAR ae ta 
1928 ; 24, 121 WO tis 5 Shs es “a 
1929 a J 35, 024 Ta. Shreass cea 16, 372 
1930 ; ats od 38, 658 | a 18, O11 
1931_. 5h ab cidoaeane ee 48, 952 | See l....5-2: Re Be ad : 
1932 ; on eee sd nic kiee sos 37, 651 | 39, 600 Nil 17, 692 
1933 Te potatos 39, 061 32, 400 Nil 18, 663 
1934 a eee 38, 401 38, 000 | Nil 19, 905 
1935 Sendra ‘ 47, 681 32, 200 7, 325 15, 374 
1936 ‘ A 62, 700 23, 600 17, 109 10, 963 
1937 ; 61, 070 | 22, 900 | 18, 084 | 11, 309 
1938 _. : ; radiance 57, 700 | 23, 700 17, 558 11, 690 
1939 E 89, 450 | 27, 500 19, 371 | 13, 587 
1951 i 99, 800 | 203, 400 763 | 92, 571 
1952 ; 151, 106 | 97, 100 3, 598 | 65, 661 
1953 153, 476 | 133, 245 6, 753 | 78, 285 
1954 ; 146, 524 | 131, 418 | 11, 495 | 94, 163 
1955 170, 513 154, 800 | 16, 740 | 108, 753 
1956 187, 814 | 170, 101 | 26, 645 | 123, 640 





1 These 2 columns merely represent samplings of years and a blank space does not necessarily indicate 
that no exports were made in that year. As tothe United States, Philippine exports increased steadily from 
1923 to 1935 and exports were made in each year. As to the Netherlands, Philippine exports were nil or 
very minor in quantity from 1923 to 1935. 
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Senator Humpurey. Mr. Daniels is the General Sales’Manager of 
the Commodity Stabilization Service ? 

Mr. Topp. That is right. 

Senator Humpurey. It was at that time that you were demon- 
strating interest in the export-subsidy program. 

Mr. Topp. That is correct, and the need for, we believe, and definite 
ca as to the decline as shown in the 7 or 8 schedules attached 
thereto. 

Senator Humrnrry. I see you have at one point in your statement 
that evaporated milk is less storable than some products; is that 
right ? 

r. Topp. That is correct; and the only reason that is brought out 
is that we want to indicate that we are not asking that it be bought 
in a general support program to be dumped in the ocean. It is too 
expensive because of the containers in the first place, because of stor- 
age. All we are asking for is the right to sell it the same as cheese 
and various other products that are now being sold at a competitive 
world price. 

The portion starting on the second page through the third page is 
only to indicate that we are not advocating the general purchase of 
all evaporated milk under a support program for the reasons set 
forth therein. The third, fourth, and fifth pages indicate the lack 
of success which the disposal program by sale which the Commodity 
Credit Corporation has undertaken has had, that is the minor amount 
of purchases sold as compared with donation. 

To generally review the dairy-products price-support question, 
it should be noted that the Department of Agriculture, through the 
Commodity Credit Corporation (both of which I shall hereafter 
refer to as the Department) has, for many years supported the price 
; milk by purchase of (1) butter; (2) nonfat dry milk; and (3) 
cheese. 

The Department does not purchase (1) evaporated milk; (2) dry 
whole milk; or (3) sweetened condensed milk. 

So far as our company is concerned, we are in full agreement, for 
many reasons, the evaporated milk should not be purchased, at the 
present time, by the Department for general price-support purposes. 

Among the reasons why we believe that evaporated milk should 
not be purchased under the general support program and stockpiled 
are the following: 

(1) Evaporated milk in order to maintain its original and cus- 
tomary appearance must be handled during periods of storage in a 
proper manner and must be turned over from time to time in order 
to prevent any segregation of its elements. 

Past experience has shown that Government agencies, storing evapo- 
rating milk, have not, through lack of facilities or for other reasons, 
handled the milk properly during periods of storage. While no 
actual spoilage occurs by reason of such failure, it does cause severe 
damage to the industry’s reputation in general to have evaporated 
milk, which has not been properly handled, placed on any market either 
here or abroad. 

(2) The costs of the support program which must be borne by the 
general taxpayer would be increased by extended periods of storage 
inasmuch as the cost of storage of evaporated milk is higher than that 
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of other dairy products from which a larger amount of moisture has 
been removed. 

(3) Evaporated milk naturally has a higher cost than nonfat dry 
milk or butter in relationship to its milk components. This is true to 
a great extent because of the container element. 

If products are to be given away merely to dispose of surplus, they 
should be given away in the cheapest form. It would be difficult to 
justify to any taxpayer the giving away of tin cans and other con- 
tainers involved when these products are not involved in any surplus- 
support program, merely to dispose of surplus milk by gift. 

(4) Freight costs on evaporated milk are higher than freight costs 
on products presently given away. 

This again is due to the higher moisture content and containers. 
Again it would seem as though the Department in its giveaway pro- 
gram, to reduce costs of the program, should utilize the products which 
would dispose of the largest amount of surplus milk at the cheapest 
cost. 

Since the dairy price-support program was initiated, the major 
method of disposal of the Department’s inventory of dairy products 
has been by foreign and domestic donations. 

Several years ago. in an attempt to realize some monetary return 
from disposal of surplus dairy products and thus reduce the cost of 
the support program, the Department established so-called world 
prices to promote export sales of its nonfat dry milk, butter, and cheese, 
and these prices were considerably less than the cost of these products 
to the Department. 

This program was, and is today, obviously a subsidy to exporters of 
nonfat dry milk, butter, and cheese. To the extent that it reduces the 
outright giving away of products and reduces support costs, there 
can be little domestic objection to this subsidy, except that the sub- 
sidy has been maintained at too low an amount to enable United States 
exporters of these products to effectively compete with other coun- 
tries’ prices. 

After the initiation of this program, it soon became apparent that 
either the export prices were still too high or that the subsidized 
products were not in any particular demand in the export market, 
as the commercial export sales of dairy products of the Department 
have continued to be relatively minor compared to stocks which had 
to be purchased, and heavy donations have continued. 

Exhibit A hereto demonstrates the extremely heavy percent of 
dairy-products donations compared to donations of other products. 

In the marketing year ended March 31, 1958, as to butter, export 
sales amounted to 10 percent of purchases and less than 20 percent of 
donations; as to cheese, export sales amounted to 5 percent of pur- 
chases and about 5 percent of donations; as to nonfat dry milk, export 
sales amounted to about 10 percent of purchases and 16 percent of 
donations. 


In value, far more than half of these sales were for foreign currencies 
under Public Law 480. . 

In recent years, the Department, realizing the extreme difficulty of 
selling, even at subsidized prices and for foreign currencies, its inven- 
tories of nonfat dry milk, butter, and cheese has, in effect, subsidized 
exports of certain other items, not generally purchased for support 
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or held in inventory, such as (1) anhydrous fat; (2) a cream product 
packed in consumer size; and (3) nonfat dry milk of a type that nor- 
mally, due to cost, would never be contained in the Department inven- 
tory. This item has also been exported in consumer-size pack. 

In addition to the dairy products mentioned above, numerous ex- 
ports of grain, in processed form (rather than raw form) have been 
subsidized. 

In certain instances the Department has itself borne the burden 
and cost of Eee and repackaging in order to make its inven- 
tory items more adaptable for donation or export sale. 

Reprocessing of butter into ghee is an example of this. This obvi- 
ously increases the cost of the support program to the general public 
itind taxpayers. 

The Department, in a further effort to stimulate export sales, realiz- 
ing that established brand names are extremely helpful in export of 
consumer-size packages, has arranged for export of subsidized con- 
sumer-size dairy products under well-established brand names, but not 
as to evaporated or dry whole milk. 

In instances where export price assistance has been granted to prod- 
ucts, or types of products, not ordinarily contained in the Department 
inventory, this has generally been accomplished by some variation of 
the purchase-sell-back arrangement, by which the Department pur- 
chases a product and sells the identical product back at a reduced 
price, to the original vendor, without the product physically leaving 
the possession of the vendor. 

Generally, the price assistance granted to such products is computed 
by reference to the amount of butter and nonfat-dry-milk equivalent 
contained in the exported product, and the price assistance is the same 
per equivalent pound as for these products. 

The apparent difficulty of the Department in developing export 
sale markets for ordinary nonfat dry milk, butter, and cheese would 
uppear to stem from three causes, which are as follows: 

1. These presently subsidized products have not, in the past, been 
usual and customary methods of commercially exporting milk equiva- 
lent from the United States. Thus, heavy expense and administrative 
effort is required to find any export market at all, even under brand 
name, for these items, or even administer foreign donations. 

Senator Humreurey. What you are saying there is that the export 
market or the prospective importer is not accustomed to the type of 
product that the present disposal and export program makes avail- 
able? 

Mr. Topp. What I am saying is any kind of a subsidy that is given 
to these products is not enough to make it competitive pricewise. 

Now the foreign purchaser does not associate any brand names that 
would conceivably draw a higher price and enable it to compete 
because of that reason with the products that are presently subsidized. 

With evaporated milk the name Carnation is fairly well known, 
and we can undergo some price disadvantage, but the items like pow- 
dered and butter and so forth do not have a well-developed brand 
name or names or reputation abroad as being exported from the United 
States, and therefore unless their price is very competitive, which it 


has not been, sales cannot be made abroad of those items even with 
the subsidy granted. 








52 EXPORT PROGRAM FOR DAIRY PRODUCTS 


Senator Humrurey. So the earlier testimony that you cited here 
indicates a very small amount has been actually sold. 

Mr. Topp. That is correct. 

Senator Humrurey. Of that about half for foreign currencies ? 

Mr. Topp. That is correct. 

Senator Humpurey. And most of the disposal of dairy products 
has been by foreign donations? 

Mr. Topp. That is correct. 

Senator Humenrey. Go right ahead. 

Mr. Topp. Two, these products are not those which were historically 
sold in export under established or known brand names and thus have 
little market advantage abroad if the price is not actually competitive, 
considering freight costs. 

3. The so-called world price established for these products, on 
which the United States subsidy is based, is not competitive with 
a prices today. It is absolutely out of the question. It is too 

ow. 

Senator Humpnrey. What is too low? 

Mr. Topp. The subsidy. 

Senator Humpurey. Are you saying in other words that the ar- 


rangement the Department of Agriculture makes with our exporters 
for butter 


Mr. Topp. That is right—— 

Senator Humpnrey. For dried skim milk—— 

Mr. Topp. That is correect--—— 

Senator Humpnurey. And for cheese for purposes of sale—— 

Mr. Topp. That is right—— 

Senator Humenrey. That those arrangements of subsidy are still 
too low to really make those items competitive at world-market prices? 

Mr. Topp. Absolutely. 

In other words, 39 cents is no competitive price for butter. 

Senator Humpnrey. What is a competitive price for butter? 

Mr. Topp. Oh, I would say probably 23-27 cents ; tops. 

Senator Humpurey. Why do we have it at 39? 

Mr. Topp. I am sure you would have to ask Mr. Anderson or one of 
those gentlemen. 

Senator Humpurey. What is the reason? The Department of Ag- 
riculture people are here. I thought if we were going to try to sell 
on the world market, we were going to sell at world-market prices; 
why don’t we make those products available at such prices, Mr. Miller? 

Mr. Miter. We feel that 39 cents, Senator Humphrey, at the pres- 
ent time is as competitive a price and actually puts us in a competitive 
price position without getting into the price-cutting area that we dis- 
cussed a few moments ago. It is pretty hard, as Mr. Todd evidently 
is willing to concede or has conceded a moment ago, in saying what 
would be a competitive price, it is rather hard to definitely pinpoint 
what is the world market price for butter in any period of time. 

We feel like 39 cents, our present policy of exporting butter, is 
placing American butter at competitive world prices without having 
a price-cutting effect or having a price-dumping effect. 

Mr. Topp. May I say my hesitancy was due to the fact we do not 
export butter and it is just with general familiarity with the trade 
that I know that that is approximately what it is selling for. 
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Senator Humpurey. When you say approximately what it is sell- 
ing for, you mean 

Mr. Toop. In most of the export markets; in Holland, for instance. 

Senator Humpurey. Sixteen-cent price differential is surely quite 
a bit to overcome. 

Mr. Topp. A great many people in the industry feel that actually 
it’s a 20-cent-price differential, even with the 39 cents. 

I was being rather conservative. 

On page 7, I more or less just summarize the reasons. 

The historic major, customary, and usual channels of United States 
commercial exports of milk, none of which receive price assistance, 
have been canned evaporated milk, dry whole milk (as distinguished 
from nonfat dry milk) and canned sweetened condensed milk. 

Export statistics over the years prove this conclusively. These 

roducts are, or have been, to a great extent, sold from the United 

tates under established brand names and are better fitted to with- 
stand some reasonable price disadvantage. The cannot, however, 
withstand the current United States export price disadvantage with- 
out price assistance. 

The Department has, however, refused to grant export price assist- 
ance to any of these products despite continued industry requests for 
at least the last 2 years. 

As a result of this refusal, commercial exports of United States 
sweetened condensed milk have virtually disappeared due to a most 
extreme price disadvantage. Evaporated milk and whole milk pow- 
der exporters of the United States, for the same reason, are rapidly 
losing their share in the world markets. 

A subsequent witness will, I am told, cover the subject of dry whole 
milk and I shall attempt to present the case for evaporated milk. 

Our company believes that export price assistance should be granted 
to evaporated milk in at least the equivalent amount presently granted 
support items. This amount would be $1.21 per case (48 cans, tall 
size), plus applicable inland freight adjustments. Our reasons for 
this position are as follows: 

1. There now exist some substantial export markets for this prod- 
uct which will be lost to the United States if price assistance is not 

ranted. 
If none is granted, in our opinion, the current markets will be re- 
duced at least 70 to 80 percent within 2 years or less. 

I want to state right there that the 1958 exports of evaporated milk 
that have been published to date to the Philippine Islands, which 
is the majority of the United States exports, has dropped approxi- 
mately 50 percent from 1957. 

Senator Humpurey. Why? 

Mr. Topp. Well, in the marketing year ending in February actually 
Philippine imports of evaporated milk increased, but the Dutch share 
increased by about 12 million and the United States share declined 
about 9 million. 

Senator Humpurey. You mean 12 million pounds? 

Mr. Topp. Yes; that is correct. 

Senator Humpurey. The Dutch increased about 12 million and 
the United States decreased about 9 ? 

Mr. Topp. That is correct. 
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Senator Humpurey. Is there any other increase of other exporting 
countries ? 

What about New Zealand? 

Mr. Topp. They do not export into the Philippines and virtually nil 
into South America, nor does New Zealand. 

Denmark exports a very small amount into the Philippines. I 
mean you could virtually ignore it. It is Holland. New Zealand 
today does not export 

Senator Houmenrey. Is that because the Dutch price is better than 
ours ? 

Mr. Topp. By about $1.85, Mr. Senator. 

Senator Humpurey. A case? 

Mr. Topp. A case. 

Senator Humpurey. And your point is that unless something is 
done to put your product on a vom. epee basis, that you are going 
to lose these markets almost entirely ¢ 

Mr. Topp. What will happen is the American processor does not 
lose them. He just moves over to Holland. I mean in one case after 
another I believe that subsequent witnesses will testify. Foremost, 
to a great extent, I believe, has done that, I believe, with Denmark. 
In order to keep some benefit out of your trade name, there are two 
factors occur. The foreign firms take the business and the United 
States firms give up, close plants as we have at various locations, 
which I describe in detail later on, and let them sit idle. The Gov- 
ernment buys the milk that formerly went into those plants, and 
we expand processing facilities abroad where we can compete to keep 
our trade name in the market. We cannot afford not to. 

Senator Humpurey. Have you spoken to the Department people 
about this? 

Mr. Topp. Absolutely. They are well aware of it. 

Senator Humeurey. So what you are really doing is still staying in 
business but you are going to Holland ? 

Mr. Topp. We are subsidizing it right now to the extent of at least 
87 cents based on our United States price. The company is sub- 
sidizing that, taking that much less to hold the market. 

We have gone down and down and down. We cannot go any lower 
and we are losing 50 percent of the market right now. 

Senator Humpurey. But in the meantime in order to protect your 
brand name, what you do is make investments in the other country 
that underpriced you; is that right? 

Mr. Topp. That is the only alternative, that is correct, and processor 
after processor has done that, either by license arrangements, you just 
license your trademark, it can either be a permanent transfer or some- 
thing temporary, hoping for some relief here, or it can be by renting 
facilities or building facilities abroad, or expanding existing facilities. 

Senator Humpnurey. Goright ahead. 

Mr. Topp. 2. If these markets are lost the Department will have 
to purchase the milk, formerly used to supply these markets, in the 
form of butter, nonfat dry milk, and cheese which would presumably 
be disposed of by donation. The cost of the support program is in- 
creased accordingly. 

3. In some instances, if price assistance is granted, existing mar- 
kets will be expanded in volume and new markets will be created, thus 
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reducing the Department intake of support items which must be dis- 
posed of by donation. 

It is readily apparent that the best disposal program is to keep milk 
from coming into the Department inventory, in the form of support 
items which cannot be sold, by granting export price assistance to 
enable exporters to continue and expand commercial exports of — 
ucts which have some existing foreign markets and may be sold in 
export. 

I believe that Mr. Walter Berger, Vice President of the Commodity 
Credit Corporation, recently supported the application of this princi- 
ple as to rice in certain hearings. The same is true as to dairy products. 

That is just what we are contending here. 

Senator Humpurey. I want you to know we are having trouble 
getting the same kind of treatment for dairy products in any manner, 
shape, or form as we have for other conmnanhtine in this country. I 
sat around this table 2 weeks ago and I can tell you that, because I 
did not come down here to see my people in the State I am privileged 
to represent get a raw deal, and if they get one, it will be only over 
my utmost resistance. 

Mr. Topp. The Department has not questioned the fact that the 
law permits or contemplates such a program. 

Our understanding of the various sections of the law which are 
involved, is that the Department is empowered to effect disposal of 
surplus agricultural products by export, at competitive world prices, 
whether such products be in raw or processed form, or whether they 
be publicly or privately owned, and irrespective of whether they are 
held in the Department inventory. The law further provides that 
usual and customary channels of trade shall be used in purchase and 
sale programs of the Department. 

If the reports of the House Agriculture Committee and Appropria- 
tions Committee in the last 2 years are examined, it would appear that 
the fullest exercise of these powers by the Department, to expedite 
surplus disposal, was intended by Congress. 

Senator Humprurey. Do you think the basic law is broad enough to 
cover that ? 

Mr. Topp. I think so, and they have never contended otherwise. 

Senator Humpurey. You are saying, in other words, even though 
the goods are not in the Department inventory that there is adequate 
authority in current law, in present. law, for the Department to 
initiate an export subsidy so as to make products available at com- 
petitive world prices? 

Mr. Topp. There is no question about it. 

Most of the stuff they export right now—pardon the use of the 
term “stuff,” I mean most of the dairy products they export right 
now—actually never find their way into Government warehouses. At 
the last hearing we had on this before the House subcommittee that 
impression was left by the Department with a great many of the 
Congressmen. Now that is not true. Actually, what happens is there 
is a book entry and a wash entry. In other words, an exporter will go 
out and process some item that he wants to export. He will sell that 
to the Department, immediately rebuy it at a cheaper figure and 
checks are exchanged on it. I mean technically it is in the Depart- 
ment inventory. It depends at what stage it isin. Now for instance, 
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Mr. Burger before the House denied that they had ever purchased 
items in consumer pack, that is, for instance, non-fat milk. 

I would like to refer for the record to contract LDDS-386, May 15, 
1957, between the Department and Borden Food Products Co. 

This contract and others like it at later dates provides for the pur- 
chase and sell-back after it was packed in consumer pack. In other 
words, it is just a fictional subsidy, is all it is. It was really never in 
the inventory. 

Senator Humpnrey. So Mr. Burger’s testimony before the House 
committee was to the effect that the Federal Government had not en- 
gaged in purchases of consumer pack. 

r. Topp. Except in school lunch, he said. Now it really makes no 
difference. It just depends on the stage of the processing. This par- 
ticular one was in consumer pack when they bought it, but some of 
the transactions, for instance, they will buy it on the processing line 
presumably just before it gets in the pack and consider it bought. The 
same way with the butter. They talk about the big squares of the 
butter. They will buy and sell back to the original vendor butter in 
large hunks but immediately thereafter it is chopped up for export 
into prints or it is shipped out and set up into prints abroad. I 
mean to indicate that the impression that the Department has not been 
in consumer-type items is not correct. I do not mean to indicate that 
Mr. Burger intentionally misstated this fact. I frankly believe that 
the system that they have as to setting forth the subsidies is so com- 
plicated that they themselves at times do not actually know what steps 
are taken in paying the subsidies on this purchase and buy-back 
arrangement. For instance, we put out a product the same as the 
Borden product of Starlac and it took us about 5 months—we were 
not very smart—before we figured that there was something odd in the 
price structure. So we went to check in Washington as to whether 
there was an export subsidy. 

It took me actually 2 weeks to find out definitely that there was and 
how it was manipulated. 

Now it is just because of the complexity of this situation, and we 
do hope that this present Senate bill which we are discussing at the 
moment will clear that up so that the industry will always know 
exactly what can be done. 

Now there is no publicity in the fact—and I am not saying that 
they keep it back intentionally, but it is just impossible to keep track 
of what types of subsidies are being offered. 

But the main portion, for instance, of the nonfat dry milk that 
they class in their reports as commercial exports, I would guess that 
75 percent of that never was in the Government warehouse. It was 
on a purchase-sell-back. 

I would guess that 75 percent of it went out in a branded form. 
Now only they can tell, but I am sure they have in the past had no 
scruples as to sending out items under branded names, because so long 
as they did not provide competitive prices, the only thing that they 
could do was to hope that some brand name would command a price 
a little over and above the world market. 

Senator Humrenrey. Mr. Miller, you have been listening to this. 
Do you understand this arrangement of the buy-back, which Mr. 
Todd has mentioned? I am not complaining about it. I just want 
to know what the situation is, where the Department actually pur- 
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chases goods that never get into Department inventory and ware- 
house, that is in physical form, though they may get there in terms 
of a bookkeeping transaction. 

Mr. Murr. I presume that such occurrences may happen, Senator 
Humphrey. 4 

Mr. Anderson is fully conversant with the entire subject matter 
that Mr. Todd here has referred to. I would like for Mr. Anderson, if 
you please, to answer the question first: Do we support the price of 
agricultural commodities that are under a trade name? 

I think that inference was made. ! 

Senator Humrurey. First of all, what I understand Mr. Todd is 
attempting to show here is that the Department not only has the 
authority but exercises its authority to purchase goods out of the mar- 
ket without ever having those goods come into Government warehouses 
and to purchase those goods for the purpose of export subsidy sales. 

Is that right, Mr. Todd ? 

Mr. Topp. That is correct. 

Senator Humpurey. He is not complaining about it. He is merely 
stating that is the case. 

Mr. Topp. It is just confusing for us to keep up with. 

Mr. Anprerson. I am sorry you are confused, Mr. Todd. I spent 
2 weeks with you. I took 2 weeks to explain it to you. It was a very 
happy 2 weeks. It is true, Senator, if anybody wants to buy butter 
and we know they are going to buy it back, they would not spend 
Government money to ship it on the truck and haul it back again. 

Senator Humpurey. That is very good. 

Mr. Anverson. Now, it is true that we have purchased and sold back 
nonfats. It is exactly the same product that we would buy under the 
regular price-support program. 

In order to get the exact weights going out it was packed in con- 
sumer packages and we weighed it in the consumer package. That is 
right, sir. 

Senator Humrurey. Do you buy brand names sometimes? 

Mr. Anperson. Well, they can put brand names on any of their 
products. We are not going to discriminate against a product simply 
because it has got a brand name on it. If they want to put a brand 
name on a 200-pound barrel of powder, I don’t know of any objection 
to it. 

Senator Humpnrey. I have seen that. 

Mr. Anperson. We are happy to put Land O’Lakes—to put their 
brand name on it. 

Senator Humpurey. Or any other good Minnesota product? 

Mr. Anverson. We do not want to restrict it to Minnesota. 

Senator Humrnrey. Mr. Todd’s point is apparently there was a 
feeling in some circles and also I gathered that included Congress, that 
Government export subsidies were made on commodities that were in 
the physical possession of the Government. 

Mr. Anperson. I think—we have possession of them. 

Senator Humenurey. Do you have them ? 

Mr. Anperson. If we wanted to—— 

Senator Humrnrey. If you wanted to exercise it? 

Mr. Anverson. If we wanted to exercise. 

Senator Humrnrey. But you did not store? 
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You went through the process of storing. I think this is a tech- 
nical point which is in need of clarification. 

Mr. Anperson. Well, I am glad it is clarified. 

Senator Humrurey. Stay right with us, Mr. Anderson. 

Mr. Anverson. I would be happy to. 

Senator Humpnrey. Mr. Miller? 

Mr. Miter. Mr. Chairman, I want to refer to Mr. Berger’s state- 
ment. 

He made the statement that we were attempting to support, to pay 
an export subsidy on the first derivatives of the raw product, such as 
dried skim, cheeses, butter, that being the nearest to the raw product 
of milk that we could possibly come to. 

We felt like to go another step to take on any other commodity con- 
taining substantial quantities of milk would be a deviation from that 
first raw product in its natural form. 

I was interested in Mr. Todd’s statement that because of the evapo- 
rated milk’s expensive containers and so forth, it would be almost im- 
possible to support the price of dairy products in the form of evapo- 
rated milk. 

That is one of the reasons why we have not paid the export subsidy. 
We feel the same conditions prevail as to the evaporated milk as would 
prevail for storage purposes, supporting the price of dairy products 
in the form of evaporated milk. 

Mr. Topp. May I say something? 

Mr. Miter. | was trying to clear up Mr. Berger’s statement as to 
what he meant when he said. 

Senator Humpnrey. Yes, sir? 

Mr. Mitter. We do not support the price, he meant support the price 
of consumer labeled goods as such. 

We are attempting to support the price of the nearest form to the 
raw commodity. 

Senator Humpurey. And if it happens to be labeled, why that is 
incidental ? 

Mr. Mitier. As Mr. Anderson has pointed out. 

Senator Humpnrey. All right. 

Now, Mr. Todd? 

Mr. Topp. I want to point out that while it can make some differ- 
ence in a straight giveaway program or if you are going to just dump 
it in the ocean to get rid of it because the State Department does not 
want to compete, that in our program it does not make any difference. 

We are not trying to give the product away. We are trying to sell 
it. Weare not asking for support on the dairy hands, on the process- 
ing whatsoever. All we want to do is sell it and we feel we will de- 
velop the market. 

If we cannot develop the market and keep the market then no sub- 
sidy will be paid under that. That is quite a bit of difference between 
selling and I also want to mention the ICA matter, as to the per- 
centage. I bring out in here at times the Philippine exports of 
evaporated milk have been 50 percent financed under the ICA program. 

That does not mean we do not have to get out and sell it. We 
do have to get out and sell it to the exporter and he has to pay Philip- 
pine pesos for it, the same as anything else, and I do want to say 
the ICA this year was unable to convince the Philippine Govern- 
ment to take any further evaporated milk under the ICA program, 











EXPORT PROGRAM FOR DAIRY PRODUCTS 59 


and the Philippine Government stated that they would rather use 
their own exchange for purchasing it which obviously indicated that 
price was the reason so ICA financing is on it now to the best of 
my knowledge, unless it has come back in within the last 2. days. 

Senator Humpurey. You are saying that with reasonable export 
subsidy that you can and will develop markets, is that right? 

Mr. Topp. And try to hold our present market which they endeavor 
to point out that in 1957 was a pretty fair market, of which we have 
lost 50 percent in 1958. 

We will do both. 

Senator Humpurey. How many pounds of milk are you talking 
about here ? 

Mr. Topp. Well, the equivalent of—how do you want that ? 

Senator Humpurey. What share of the dairy product are you talk- 
ing about when you talk about evaporated milk and dried whole milk? 

Mr. Topp. As I ‘said in my statement here, the Department has 
evidenced we are talking about approximately twice as much as 
the Department is able to sell now under their so-called commercial 
export program with their market promotion schedules, with Public 
Law 480, and by other means. 

In other words the Department does its best to promote sales. 
We are talking about twice as much as they now sell in the form 
of butter and nonfat powder. That is, the program is approximately 
that based on the last year’s average. 

When you get to the percentage of the total milk production in 
the United States, the Department brought forth some evidence that 
the evaporated milk exports were small. 

Well, there is not any question about that, but I do not see how it is 
relevant at all, because we are not attempting to export all the milk 
in the United States. 

We have got to leave some here for domestic consumption. 

Senator Humpurey. But the relevant point seems to me to be the 
relationship of the export volume of evaporated milk and dried whole 
milk, as compared to the export of butter, skim milk, and cheese. 

Mr. Topp. Commercial export right now. 

Senator Humreurey. Commercial export. I am talking about sales. 

Mr. Topp. That is right. 

Senator Humpurey. What are you saying? 

You are saying that your evaporated and dried whole milk is about 
twice—— 

Mr. Topp. It is about twice what the other has been on a 3-year 
average. If you combine the two together, and you have to go back 
to the solids and fat content. 

I have done that in the statement here. 

Senator Humpurey. And the Government does pay an export sub- 
sidy upon the commercial sales? 

Mr. Topp. That is right. 

Senator Humpurey. And you are asking that the same principle 
and the same treatment be applied to evaporated milk and to dried 
whole milk, that is the case, isn’t it? That is the simple statement 
of it? 

Mr. Topp. So we can maintain that. 

Senator Humpurey. Yes, sir. 
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Now, you have a list of Department objections here which you seek 
to answer. 

The first one was that the evaporated milk is too expensive. 

Mr. Topp. Well, we have just got through answering this. We are 
not asking it be given away. 

We are not asking for any subsidy on tin cans, labor processing. 

Senator Humpurey. The next one was on the volume which we have 
talked about. 

Mr. Topp. The volume is completely covered. 

That is equal to snuiccheutie 17 million pounds of butter, 31,600,- 
000 pounds of nonfat and dry milk. 

Those are based on last year’s figures, not these. 

Senator Humpurey. Now, the Department’s objection No. 3, that 
the evaporated-milk industry needs no export price assistance to con- 
tinue to hold and expand foreign markets ? 

Mr. Topp. We have set forth the percentage that the Dutch have 
come into both in the Western Hemisphere and in the Philippine 
markets. Actually, I would guess South America must be 90 percent 
Dutch-supplied now. 

Except for the Philippines, the only market we have today is Cuba 
and Mexico. We are about 100 miles away. We sell them virtually 
nothing in South America. 

I am not talking about our company, but I am talking about the 
United States industry, or Central America. 

As a matter of fact, the Panama Railroad, which is an agency of 
the United States Government, recently purchased sizable quantities 
from the Netherlands cooperative which is mentioned by name in the 
brief in preference to United States milk because of the price situa- 
tion. The milk was shipped directly from the Netherlands. 

In other words, it has gotten to the point where United States agen- 
cies will not even buy the milk because of price, and the price that was 
quoted was probably not enough to cover the processing costs of the 
average processor in the States. 

That is an agency of the United States Government. 

Senator Humpurey. What do you estimate that the cost of an ex- 
port subsidy program would be for 1 year of the evaporated milk and 
the dried whole milk? 

Mr. Topp. Well, I only frankly took it at 
milk, and I cover that back here. 

Naturally, if they sell or retain an additional one-third over what 
they would have sold or retained without the subsidy, then the subsidy 

is profitable to the Department. 

Tf they sell or retain one-third over what they would without it, you 
understand what I mean ? 

Senator Humrpnrey. I want to get this clear. 

In other words, if the Department’s export subsidy program for 
evaporated milk and whole milk 

Mr. Topp. That is right. 





based on the evaporated 





Senator Humpurey. Which they do not have at present? 

Mr. Topp. That is right. 

Senator Humpnurey. What is the figure now? 

Mr. Topp. If it would itself hold one-third of the market which 
would not otherwise be held or increase the market by one-third, from 
then on in it would be profitable to the Department. 
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Now we feel they are going to lose 80 percent of the market right 
away. We can darn near guarantee it. 
Senator Humpnurey. So you are saying even in the beginning an 


export subsidy program would be less burdensome to the Department 
and the taxpayer? 


Mr. Topp. That is correct. 

Senator Humrnurey. Than the present situation indicates? 

Mr. Topp. That is correct. 

Senator Humenurey. Is that right? 

Mr. Topp. That is covered in detail. 

We figure, on about page 27, that the cost to the Department, the 
maximum cost would be $3,840,000. We figure that a loss of 80 per- 
cent of the market would be approximately $11,510,000—we feel the 
gain to the Government on both products, I did figure it out for both— 
no; I have not. This is just evaporated milk. We feel the gain to 
the Government on both products would be in the neighborhood of 
$7,670,000 a year, forgetting the savings on handling costs, clerical 
work, et cetera. 

Mr. Anverson. That is just on evaporated. 

Mr. Topp. That is correct, just on evaporated. 

Mr. Anverson. This is where this opinion comes in, Senator. If 
we paid an export subsidy on the total amount of exports that we had 
in 1957, I think it was 1957, or 1956—do you remember, Mr. Todd ? 

Mr. Topp. They are about the same now. 

Mr. Anperson. They are about the same. 

At the rate calculated on our buying and export selling prices for 
butter and nonfat, it would cost about $12 million. 

No; it would cost about $4 million. 

Mr. Topp. No; $4 million—$3.8 million on 40 percent of it there. 

Mr. Anverson. That is the amount of checks we would write to 
these several companies, would be in terms of $4 million. 

Mr. Topp. Now, if by doing nothing we would lose the entire ex- 
port market for evaporated milk, and bought that as butter and non- 
fat at present purchase prices that would cost us $12 million. 

Now the arithmetic we cannot quarrel with. 

That is not quite correct now; 80 percent would cost you 11.5. 

Mr. Anverson. 80 percent would cost 11.5. 

Senator Humpnrey. In other words, if the 80 percent drop which 
Mr. Todd predicts would come into being it would cost you 11.5. 

Mr. Anverson. Let’s see if we go back to zero, I thought it was. 
Mr. Topp. No; that is 80 percent. It is set out here and you check 
on it. 

Mr. Anverson. I will have to go over that and check my memory, 
as I recall it we lost it all. 

Mr. Topp. We lost 50 already. We lost all of it. Now to talk 
about 50 percent seems to be leaving in a hurry right now. 

Senator Humpurey. 50 percent lost would mean around $6 million. 

Mr. Topp. That is this year. That is right. 

They could not lose if we could gain that back. 

Senator Humpnurey. And an export subsidy on 1957 export rates, 
1956-57 rates, would cost about $3.8 million ? 

Mr. Topp. $3,390,000, T have figured it out. 

Senator Humpnrry. Let’s say $314 million approximately. That 
would be at a rather high rate of export. 
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You say you have already lost 50 percent of your export market? 

Mr. Topp. This year’s figures show it; that is correct. 

Senator Humeurey. If you lose 80 percent, as you contemplate, 
that would be $11,500,000 purchase requirement to the Department to 
make up for that? 

Mr. Topp. That is correct, sir. 

Senator Humpurey. In other words, the Department would have 
to absorb that in its purchasing program ? 

Mr. Topp. That is right. 

Mr. Anperson. You see what bothers me, sir, is we lost this because 
they refused to accept this under ICA finance which is practically a 
gift, it seems to me, and I am not objecting to it but the question is by 
paying a subsidy could we have retained all of that? 

ICA finance could have come in, I guess, Mr. Todd, I see no reason 
in this bill, Senator, why we could not pay the payment even if it 
was financed by 480 or ICA funds. 

Mr. Topp. The ICA has requested the program in the past as to 
canned milk and it has been refused because they like to use canned 
milk because they get a quick turnover on the funds. 

In other words, the funds are available more than they are on 
equipment. 

Within the past 2 years the ICA has also asked for this requested 
relief, because I do not believe the State Department will agree that 
the ICA program is a giveaway. 

It is under a loan proposition and we have to sell the milk. We 
have to be in competition and go out and talk to the various merchants 
in the Philippines. We have to sell it at the regular figure. It is 
not a giveaway so far as we are concerned. 

The only way it could be a giveaway is if they do not repay back 
the loan. 

Senator Humpnurer. Now do I understand you correctly; namely, 
that the ICA has suggested an export subsidy program ? 

Mr. Topp. They have asked for some method of price assistance, 
yes. 

It is my understanding within the past 2 years 

Senator Humpurey. [ would suggest to our friends, Mr. Beale 
and Mr. Callahan, you check into this. 

Allright, Mr. Todd, what else have you got to offer ? 

Mr. Topp. We do hope that the bill there to some extent will clear up 
the maze on the subsidy program so that the industry will know what 
it is. I mean, without some one particular or two particular com- 
panies knowing about it or that just the bigger ones, that there will 
be some general knowledge as to what is being done. 

I have explained our efforts to find out which were really difficult. 

Now as tothe State Department matter 

Senator Humrurey. | must say to my friends from the Department 
of Agriculture, that Mr. Todd’s figures, even with a 50-percent drop, 
in exports, are rather compelling arguments for a more constructive 
export program. 

Mr. Topp. These figures have changed, Senator, in the last month. 
I believe Mr. Chappell would probably be familiar. I don’t know 
whether he has some up to date or not. 

Mr. Cuaprett. They may have been released today. They were not 
released last week. 
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Senator Humpurey. Do you have any reason to believe they will 
be better, Mr. Todd ? 

Mr. Topp. Dol? No. 

Senator Humpurey. In other words, if you lose 50 percent of your 
market, and the amount of milk and milk products left unsold is pur- 
chased by the Department, this will cost the United States approxi- 
mately $6 million. Given an estimated $3.8 million cost in export 
subsidy, if the Department of Agriculture were to subsidize the dairy 
exports in question, this would mean a saving of $2.2 million to the 
Government. 

Mr. Anperson. If the subsidy holds to 50 percent; that is correct. 
If we pay enough subsidy to hold the 50 percent. Now whether this 
particular subsidy—of course, this is based on the particular level of 
payment, too. It has to be, in his arithmetic. 

Mr. Topp. I took his present subsidy, which I do not believe is ade- 
quate, but forget that. But I took his present subsidy on dried whole 
milk and on butter. 

Mr. Anverson. That is right. But the fact is, that is not perfect 
proof that that rate of subsidy would hold the 50 percent. 

Senator Humrnrey. Well, if you lost more—— 

Mr. Anperson. The loss would be even greater. 

Senator Humpurey. If you lost more of the evaporated and dried 
whole milk? 

Mr. Anperson. Yes. 

Senator Humpurey. The cost to the Department would be even 
greater, without an export subsidy on dried whole and evaporated 
milk. 

Mr. Topp. All I can do is to point out again that, since the filled 
milk plants have started, for the 6 months ended last February the 
total imports have increased. The Dutch share has gone up and the 
United States share has gone down; $1.21 or $1.22 subsidy will help 
us quite a bit with the price differential between the cheapest United 
States brand and the most expensive Dutch brand, which is $1.85 over 
there. 

Now, we believe that we can count on Nestle’s name, our own name, 
various other United States processors, to conceivably demand the 
difference, but we certainly are not undercutting. I mean there is no 
undercutting possible. 

Senator Humpurey. In other words, you would still be priced 
higher than Dutch milk? 

Mr. Topp. We would be 60 cents short. 

menaton Humenrey. In other words, your price would be 60 cents 
higher? 

Mr. Topp. That is correct. The only thing would have 

Senator Humpurey. So you could not be guilty of a price war; 
could you? 

Mr. Topp. We could not be guilty of a price war anywhere with the 
subsidy the way we figured it out today. 

Mr. Anperson. Well, this bill would require that be the minimum 
subsidy. It could be higher. There is nothing in this particular bill 
that moe prevent a higher one if it was desirable, as I under- 
stanc 
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Senator Humrnreyr. It would be up to the Department to make its 
mind up on that. 

Mr. Anverson. Yes. Well, it is this question we raised this morn- 
ing as to what is meant by enough to stimulate at competitive prices. 

nator Humpnrey. Yes. 

Mr. Anverson. And you helped us out on that, Senator. 

Senator Humpnrey. Yes. I am not absolutely positive on that, but 
I think there is language such as this in other legislation and there is 
a legislative history here on it. At least that ought to be clarified ; I 
agree with you. 

Mr. Anperson. The reason we raised the question was to stimulate 
and encourage. But you do have, at competitive prices, and I think 
you cleared up your thinking for us a whole lot on that point. 

Senator Humpurey. Yes, sir. 

All right, Mr. Todd. 

You are a good witness, or you do a good job for your cause. 

Mr. Topp. Well, I ought to be familiar with it. I have lived with 
it, as Mr. Anderson will verify, for about 6 months now. 

Mr. Anverson. I hope we have helped you understand this more 
than we have our present program, sir. 

Mr. Topp. I think I understand it pretty thoroughly now. In 
answer to the next objection that was raised, which is a little counter 
to the previous objection—the previous one was that the United States 
industry needed no help, and the next one is that the industry has 
already lost the market, that the help would not do any good. Obvi- 
ously, that gets a little befuddling, but, nevertheless, they have 
brought up the question of filled milk over there. 

eneor Houmeurey. When you say “they,” you mean the Depart- 
ment ? 

Mr. Topp. Yes. The experience in the United States for many 
years has evidenced the fact that genuine dairy products can compete 
with filled dairy products despite some price differential. 

Based on our experience, it is our opinion that filled evaporated 
milk will develop its own market and uses, without serious or sub- 
stantial detraction from the evaporated milk market, provided that 
the differential is based on an evaporated milk price which is assisted 
in the manner we have requested. Genuine dairy products will con- 
tinue in popularity for reasons of nutritional and dietetic preference 
and custom. 

A survey recently made in 26 Illinois communities, the results of 
which were published in Illinois Dairy Newspaper Markets, indi- 
cates that only about one-third of the families in the covered com- 
munities, which use either canned milk or canned filled milk or both 

roducts, purchase any canned filled milk at all, and this percentage 
as declined between 1952 and 1956. This would appear to be the 
best available evidence that canned filled milk does not replace canned 
genuine milk in areas where it is permitted by law and introduced. 

For the purposes of the above-mentioned survey, the State of Tili- 
nois was used because that State is, probably, the most substantial 
user of canned filled milk. 

Actually, in the 6 months ending February 28, 1958, during which 
period both filled milk plants have been in operation, total evaporated 
milk shipments to the Philippines increased by 2,300,000 pounds over 
the like period for the previous year. The unfortunate part of the 
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situation is that Dutch exports increased about 12 million pounds, 
while United States exports decreased about 9,700,000 pounds. 

The Philippine Government has not placed, and has stated that it 
does not intend to place, import restrictions on evaporated milk. Im- 
port is not controlled. 

The Dutch firms who are exporting from Holland to the Philippines, 
and are usually well advised as to dairy matters, certainly do not 

seem to think that the evaporated milk market is lost. 

Now, there is one thing I want to get very clear on which there has 

| been quite a bit of misunderstanding about, and that is that many items 
are subsidized that are not in Department inventory or are not even 
available for use in Department inventory. 

For instance, we commented on Starlac before, and I certainly have 
not criticism of the Borden Co. I mean it was offered to them and 
they took it. We just did not find out about it. 

But that is low-heat powder; that is not the type that anybody 
would sell to the Department, because of price differential for support 
price. ‘They take high-heat powder; there is not any question. It is 
not the same product. 

Now, in anhydrous fat there never has been any question raised 
by the Department or any pretense that any anhydrous fat ever goes 
into the inventory or anything of it that is subsidized. 

So, those two points, the brand name, the fact the Department has 

never acted against using a brand name on a consumer size or other- 

| wise, and the fact that the Department has never required an item to 

be physically in inventory, I want to make very clear here because a 
lot of people have a different understanding. 

Cheeks are exchanged, I will grant you that, but title passes and is 
back 10 minutes later, possibly an hour. They know better than I do. 

In answer to Mr. Miller’s question on the fact that they wanted to 
support the least processed item, I argued that with the Department 
probably for 1 month and I believe Mr. Miller participated in that, 
as to whether evaporated milk was more or less processed and various 
other items that they were subsidizing. 

Surely evaporated milk is the least processed form in which the 
surplus product, which is milk, it is not butter or powder, may be 
exported. 

Butter, nonfat dry milk and fat are more processed in form, are 
subject to more condensation than evaporated milk and are only proc- 
essed components of milk while evaporated milk is whole milk. 

As recently as 6 months ago representatives of our company were 
verbally advised by an official of the Department that the product 
could be placed under the general price support program if the indus- 
try so desired. 

‘As mentioned above, we do not think it should be. 

However, it does indicate their thinking as to the degree of 
processing. ; : 

Again the law specifically contemplates aid to processed items, 
whether privately or publicly owned. : 

The assistance which we have requested does not require exten- 
sion of aid to a multitude of products containing nonmilk elements 
or processed beyond the first stage. 

No compunction has been exhibited by the Department in subsi- 
dizing processed cheese, and they subsidize it by a different method, 
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that is the processing takes place after the product is sold back under 
subsidy terms, processed grain products, and other processed dairy 
products. 

We do want to bring out here very definitely the State Department’s 
viewpoint that they have only considered that market to be the Philip- 
pines which is ours by reason of trade relationship, and treaty rela- 
tionship at the moment, and the Western Hemisphere markets. 

There is nothing in the subsidy that would allow us to go outside 
of = or would allow any dairy processing firm processing whole 
milk. 

As early as 1925 the Philippine market amounted to 10 percent 
of the United States of America evaporated milk market. We want 
to point out that the Dutch prior to 1950, and the market has been 
going since about 1902, the Dutch prior to 1950 brought no evapo- 
rated milk into the Philippines except for a 4-year period prior to 
World War II when some inroads were made by reason of price ad- 
vantage. 

In other words, we want to show we are not going into a historic 
Dutch market. 

Also, it ought to be noted that if international relationships are go- 
ing to enter into this matter that the ICA, to raise funds, is selling 
and has sold milk, and I am talking about sweet and condensed and 
some evaporated in small quantities, in historic Dutch export markets 
and has displaced Dutch milk. 

The Department in Dutch market areas has sold and is selling at 
export price for reconstitution and otherwise, and has donated nonfat 
dry milk and butter. 

This undoubtedly harms Dutch exports of dairy products but the 
practice has not stopped. 

I mean we are adding nothing new to it. 

I do want to point out, in order to bring certain other testimony 
that I brought forth before the House up to date, that on April 21, 
1958, besides their past. subsidies ewe the dairy funds, that the 
Netherlands set out an additional direct export subsidy on export 
of evaporated milk, which amounts to 53 cents per case of 7.8 percent 
evaporated milk. 

This lasted slightly over a week and was a direct processor subsidy. 

Shortly afterwards apparently some consideration was given to the 
nature of this program, and this method of subsidy increase was dis- 
continued, and instead processors were advised by the authorities to 
reduce milk payments by an identical amount with the difference to 
be made up by the fund. 

The effect to the processor was unchanged, only the method of 
subsidizing the processor for export was changed and we want to 
bring out here that at the present time, to the best of our knowledge, 
the Dutch processor pays for export milk approximately $1.49 to 
$1.60 per hundredweight. 

One point brought up by the Department is that one substantial 
United States dairy processor chiefly engaged in the export of whole 
milk products is not in favor of the aren on the ground that 
world price structure might be disrupted. 

As we have stated above, the requested price increase would not en- 
able undercutting of Dutch or other foreign export prices. The with- 
holding of aid would only benefit United States and foreign companies 
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rocessing abroad for export and discourage United States processors 
feb entering into or continuing and the dairy products export field. 

It would appear that the Department would be the strongest critic of 
the policy of this nature. 

I would like to bring up a couple of objections which the Department 
has not brought up to us directly but which we understand have been 
brought up by opponents of the bill, and that is that the processors who 
with others who are involved in supporting this program are requesting 
the price assistance for their own financial benefit. 

The answer to that is if this objection is intended to establish the fact 
that American processors do not, for financial reasons, desire to close 
down existing American plants and expand, alter or create foreign ex- 
port bases for the processing of foreign milk to replace United States 
exports, the above statement is absolutely correct. 

No United States processor desires to close down American facilities 
and incur additional costs arranging for export production abroad 
when the law so clearly provides for a means for continuing along in 
the United States as long as the supporting program exists. 

I mention that we obviously don’t like to own closed American 
evaporated milk facilities such as those located at Waupun, Wis., Mor- 
rison, Ill., Mohicanville, Ohio, Richland Center, Wis., and Sunnyside, 
Wash., and do not like to own evaporated milk plants, such as that 
at Waverly, Iowa, which have been virtually closed and are converted 
to handling reduced amounts of milk for Government support-type 
items. 

These facilities have been closed or converted in the period of the 
last year since assistance was requested and denied by the Department. 

Another point that I want to bring out is that apparently, and I have 
only heard rumors of this, that one organization comprised of certain 
associations of milk producers or dairy farmers may be opposed to the 
bill because, as the Department has brought out, the bill is enacted to 
assist the farmer, and apparently these opponents feel that the proces- 
sor is being assisted. 

I would like to read the answer to this, which is about a page and a 
half in detail. 

It seems quite clear that the proposed program could not do any- 
thing but assist the farmer. The United States support price is based 
on $2.75 per hundredweight to the farmer for 3.5 percent milk; how- 
ever, in many instances, especially in areas where numerous processing 
plants are located, the paying price for manufacturing milk which is 
paid to the farmer is well above the support level contemplated. 

The only factor that keeps this price above the support level in most 
instances is competition for the milk between processing plants which 
process items other than those sold to the Government under the sup- 
port program. 

If all manufacturing milk was sold to processors who in turn 
processed only support items for sale to the Government, the uniform 
milk paying price would certainly tend to be close to the support level 
of $2.75. Each time an evaporated milk or dry whole milk processing 
plant is closed by reason of reduced export sales, a competition for 
the farmer’s milk is reduced and the price cannot help but tend to 
gravitate toward the support level of $2.75. 
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In some countries the farmers themselves accept a lower price for 
milk which is processed for export. 

For instance, in the Province of Ontario, in Canada, the dairy farm- 
ers have for several years voluntarily accepted 20 to 25 cents less per 
hundredweight for milk processed into export products. 

This reduction was agreed to, despite the very adequate support 
program in Canada, because the farmers realized full well that any 
measure tending to encourage exports through commercial channels 
tended to keep processing plants, for commercial products, open, re- 
ducing support costs, and removing public pressure against mainte- 
nance of the price support program. It is hard to believe that all 
Ontario dairy farmers are wrong and are penalizing themselves. 

Any program resulting in disposal by commercial sale of dairy 
products cannot help but be favorable to the farmer and representa- 
tives of the dairy-farming business with whom this matter has been 
discussed appear to be in full agreement with this premise. 

We therefore must conclude that any opposition expressed was not 
expressed by any person or group acting for the dairy farmer or rep- 
resenting dairy farmers, but sr, by someone acting in some other 
capacity. 

For example, one single group of dairy farmers, which does oper- 
ate a filled-milk operation in the Philippines, utilizing coconut oil in 
its product rather than butterfat, produced by its members in the 
United States may have become unduly alarmed by any narrowing 
in the price spread between evaporated genuine milk and its filled- 
milk product, although, as stated previously, we believe this product 
will find its own market without substantial detraction from the 
market for genuine whole-milk products. 

While one officer of this group, owning such filled-milk operation, 
is a ranking official of one federation of milk-producers’ groups in the 
United States, we are sure that the specialized interests of a single 
member would not be permitted to prejudice the viewpoint of the 
entire federation against continued exports of genuine dairy products 
on the slight chance that a filled-milk operation of a single member 
might be adversely affected. 

We are also certain that the Department would never permit a fac- 
tor of this nature to affect its viewpoint in encouraging United States 
exports of genuine whole-milk products. 

We frankly do not know to date which producers’ organization has 
opposed the suggested program or whether, in fact, any such organi- 
zation has opposed it, inasmuch as no testimony was offered by any 
such group at the hearing conducted on this subject before the Dairy 
Subcommittee of the Agricultural Committee of the House of Repre- 
sentatives. 

It does appear evident that to say Senate bill No. 4013 would not 
benefit the dairy farmer is tantamount to saying that price-support 
program or any program which offers the farmer a market for his 
milk is of no benefit to the farmer. 

Finally we want to say so far as our company is concerned, we 
cannot attempt to seriously further our sales from United States pro- 
duction in the Philippines without aid. 

In other words, we are already losing a valuable share of our trade 
market, by attempting to hold it by subsidizing it ourselves. 
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Lastly, I would like to present for the record a letter of Friesland 


which is written to D. L. Sterling & Sons, 100 Hudson Street, New 
York, N. Y. 


This letter concerns a building up of a market for Dutch evaporated 
milk in the United States at a price as low as $4.45. 

Frankly, this is the first time we have heard of that effort but we 
see no reason why it probably could not be done, too. 

Senator Humpurey. It will be made a part of the record. 

(The letter referred to is as follows :) 


LEEUWARDEN, NEDERLAND, June 21, 1958. 
Messrs. D. L. Sterling & Sons, 


New York, N. Y., U. 8. A. 


GENTLEMEN : Thank you for your letters of 16th and 17th inst. We read your 
information with great interest and fully understand that it will not be so 
easy to get prospective buyers willing to order our evaporated. We trust, how- 
ever, that you will continue your efforts and still hope that something will 
finally come out of it. 

We noted that the Gale Condensed Milk Co. reduced their prices as low as 
$5.35 thus making our price less attractive. We hope you will try to obtain 
business for us at our price of $4.55, but if this would be absolutely hopeless 
we are willing to consider reducing to $4.50 or $4.45, but in order to be able 
to do so we would have to try and get an even lower freight rate and to better 
our chances in this respect to have a firm counteroffer in that case. 

As to your inquiry about the type of our can we can inform you that we are 
not manufacturing the old sanitary type, but the United States pinhole filling 
type can. 

Yesterday we airmailed you three samples in order to enable you to convince 
your prospective buyers that our can is exactly the same as the United States 
product. The samples sent to you are containing milk of American standard, 
that is minimum 7.9 percent. We agree with you that in case of business we 
better standardize at 8 percent so as to be sure we do not fall below the require- 
ments of the pure food laws. 

As to the terms of payment this is quite a problem. In principle we have to 
insist on payment out of an irrevocable confirmed L/C, but we fully realize that 
this condition will be difficult for you to realize. The reasons why we are asking 
L/C are that we are afraid that once we start shipping evaporated milk to the 
United States before long your Government will take protective measures to stop 
or curtail importations of this product and we wonder whether loaded/sailing 
equipments would be affected by this. Also we are afraid that upon arrival of 
our milk, customs as well as food and drug inspectors would make use of pre- 
scriptions and regulations not known to us to find faults (however small) with 
our product, its packing or the documents to try and stop the milk from entry, 
especially if the goods have not yet been paid for. 

Please let us have your opinion about this matter. 

As to your request to give you also our price c. i. f. Miami we can inform you 
that on basis of the conference freight rate same has to be $5.25. Unfor- 
tunately there are no nonconference sailings from Holland to Miami and there- 
fore at present the above high price is the best we can do. With a firm counter- 
offer in hand we could, however, approach the conference for a freight rate reduc- 
tion of maximum $0.25 per carton. We fear, however, that even then our 
Miami price would not be workable for you. 

Awaiting your further news, we remain, 

Yours faithfully, 


Co6p CONDENSFABRIEK “FRIESLAND.” 

Senator Humpnrey. The Friesland isa Dutch cooperative ¢ 

Mr. Topp. It isa Dutch cooperative ; that is correct. 

Senator Humpnrey. And this letter refers to a projected business 
venture in the United States ? 

Mr. Topp. That is right, export from Holland and evaporated milk 
tothe United States at a price as low as $4.45. 

Senator Humpnrey. What would you need to get for it ? 
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Mr. Topp. We do get $6.60 in the States. 

Senator Humpurey. Mr. Todd, do you have anything else to offer 
to us? 

Your testimony has been very illuminating. 

Do you have any suggestions or modifications relating to this 
bill? 

Mr. Topp. No, sir; I do not. 

Senator Humpurey. Do you support the bill? 

Mr. Topp. I certainly do. 

Senator Humpurey. Do you understand the sentence in the bill 
which reads as follows: 


The Corporation shall make monetary payments to exporters, in respect of 
any exported product, in an amount which shall stimulate and encourage the 
export of such product at competitive world prices, provided that any such 
payment shall not be less than an amount equal to the financial differential, 
including freight-cost differentials, which would accrue to a vendor of a quantity 
of United States extra-grade nonfat dry milk and/or United States grade A 
butter, located at the processing point of the product, having the same nonfat 
milk solids and/or butterfat content as that of the product, if such nonfat dry 
milk and/or butter had been sold to the Corporation under the farm price- 
support program and repurchased by such vendor for export from the point of 


export of the product. 

Do you interpret that language to be, as I indicated earlier today, 
namely, that there is a legislativ e » history that has been built up around 
the ter minology “to stimulate, encourage export of such product at 
competitive world prices,’ wherein the phrase “competitive world 
prices” does not necessarily mean that our price would be the world 
price actually, but would be competitive with world price, which might 
mean that it would be slightly higher, but at least would be within 
close proximity to the world price. 

Mr. Topp. Slightly higher would be a blessing, I understand that. 

I would like to make two comments and with respect to the bill, 
on page 2, line 14, it has been suggested by the industry that the 
word “butterfat” be changed to “milk fat” which is apparently the 
standard of identity description. 

Senator Humpurey. Anhydrous milk fat ? 

Mr. Topp. That is correct. 

Senator Humenrey. That is on line 14. 

Mr. Topp. That is correct. 

Senator Humepnrey. Following the word “butter,” change the words 
to read : “anhydrous milk fat.” 

Mr. Topp. That is right; and on page 4, line 5, the word “exports” 
should be crossed off. It should be “cost of export.” 

Senator Humpnurey. Cost of export? 

Mr. Topp. Cost of export. 

Senator Humpnrey. Knock off the letter “s” from costs and the “‘s” 
from “exports”? 

Mr. Topp. That is right. 

Senator Humpnrey. On line 5, page 4, section 5. 

Mr. Topp. That is right. 

Senator Humpnrey. All right, sir. 

Thank you very much. 

Mr. Anverson. May I raise one question, sir? 

You clarified this. 
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On page 1 and this is in connection with some of your statements 
that you made earlier, you say— 
encourage the exports of products containing substantial amounts of milk com- 
ponents to markets which have, prior to the enactment of this act, imported 
such products. 

Now a while ago you were talking about developing new markets. 
This seems to be in conflict with your thinking, sir, if I interpret this 
correctly. 

Senator Humpurery. Enable exports of such—competitive world 
prices. 

Mr. Anverson. What I was thinking—on page 4, where you seem 
to limit it to markets which prior to the enactment of this act 

Senator Humpurey. I think that is an unnecessary restriction. 

Mr. Anperson. Well, we raised that question in our letter but we 
did not raise the question 

Senator Humpeurey. I think it isan unnecessary restriction. 

Mr. Anperson. It seems to be contrary to what you were talking 
about. 

Senator Humpnrey. I think it restricts exports far too much. 

Mr. Topp. I believe it was put in to indicate there would be no 
raiding. Some times or other it must have been a United States 
market. Frankly that is immaterial to us. 

Mr. Anperson. It is very important in the administration of the 
act, though, sir. 

Senator Humpurey. I never knew anyone who was out to do 
business who decided he should only stay within one garden plot. 

Mr. Anperson. I agree with you, sir, and that is why I raised the 
question. I doubted that you had it in mind and I wanted to raise 
it for clarification. 

Senator Humenrey. I think, Mr. Anderson, that such language 
would be better left out if and when such a bill as this is reported, 
it would be better to include within the reporting something to the 
effect that our first objective is to attempt to maintain at least a pro- 
portionate share of the market which we once enjoyed, and, secondly, 
without in any way engaging in cutthroat competition or in un- 
friendly and unwarranted trade practices, to attempt to find new 
markets in new areas. 

Mr. Anverson. I think that is more in line with what I under- 
stand your thinking is. 

Senator Humrnrey. That is right. 

Mr. Anverson. Than this particular wording. 

Mr. Topp. I will agree with that fully. 

Senator Humpnrey. You see, you might get into a situation where 
you actually could not reclaim a market. 

Mr. Topp. That is right. 

Senator Humpnrey. Where someone else, let’s say, the Dutch or 
the New Zealanders or the Danes or somebody else, had really put their 
stamp on this market and had obtained a good working relationship 
in the market area so that you could not come e back. 

Therefore, it seems to me you ought to be looking around for some 
other areas, provided that, in so doing, you do not utilize the power 
of the Federal Government through subsidy to destroy normal market 
conditions. 
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I think this is what the State Department is justifiably concerned 
about, and that is why my interpretation of competitive world prices, 
or rather, the construction imposed on the term by Government policy, 
signified a price that is not necessarily equal to or as low as the estab- 
lished world price; to wit : butter, eggs. 

You might have butter at 23 cents, as was indicated by Mr. Todd. 
But the Department says, “Well, look; we will keep it at 39, which 
we think is competitive.” 

Now, it can be argued, I think, this differential is rather large. But 
what I am getting at is that the term “competitive world prices” 
does not mean, if butterfat is 25 cents, that ours has to be 25 cents 
and, surely, it does not mean that it is to be 24 cents. 

I mean we do not want to engage in unwarranted, unfair price com- 
petition. But what I think we are talking about here is a price com- 
petition that takes into consideration other things. 

For example, our historic relationship to a market, the quality of 
the goods that we sell, sometimes the trade brand, as Mr. Todd is 

saying here, will affect the determination of a fairly competitive price. 
Right, Mr. Todd ? 

Mr. Topp. That is right; not only ours, but the other ones as well. 

Senator Humpnurey. That is right. Thank you very much. 

Mr. Anverson. I do not think there is any issue about this. The 
Department does not question its authority to buy evaporated milk 
under the general price-support program. Now, this method has some 
very distinct advant: iges to the evaporated- milk industry over theirs, 
because if we bought it they, like the butter people, might have these 
heavy inventories ‘hanging over their heads. 

I do not think there is any issue over that, Mr. Todd, with the 
Department, but I just wanted to clarify it. 

We have authority to buy it, but we do not think it is wise to do it. 
It is unnecessary to support the price to the farmer. 

Senator Humpnrey. Well, it may be unnecessary to support the 
price to the farmer, but an export program has an objective broader 
than that express purpose. 

Mr. Anverson. That is right. But I say an export payment is 
possible without buying. Now, whether under existing authority we 
could make export payments is not 100 percent clear. We certainly 
could do it under section 32 if we could make a finding that this will 
develop permanent markets, but whether we could make a finding that 
a payment for a year or two will dev elop permanent markets so long 
as we have tariff and import controls on dairy products is subject to 
some question. 

Mr. Topp. I want to say, on the cotton-products program, they ap- 
parently have deemed they do have the right because they pay on 
cotton-products exports in ‘cash. 

Mr. Adviapaton. On cotton, we have always had a big export market 
for cotton. I think, Mr. Todd, in one place you were too modest: 
when the Senator asked you how much, 1 think it was closer to 80 or 
90 percent than to what you agreed to. 

Mr. Topp. O.K. 

Senator Humpurey. May I stress here that, occasionally, we 
find broad interpretations of law when it comes to cotton and rice, 
but, just between you and me, we are having a tough time producing 
those in Minnesota. We just "do not do it very well, and I am of the 
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opinion—I don’t want any special privilege, but I fail to see why 
comparable export subsidies cannot be applied to dairy products so 
we are going to be at this for a long time. 

Thank you. 

Mr. Topp. Thank you, sir. 

Senator Humpnurey. Mr. Cole, would you like to file your state- 


ment? Do you support the general principles outlined by Mr. Todd 
here today ¢ 


STATEMENT OF RALPH COLE, CHAIRMAN, DRY WHOLE MILK 


COMMITTEE, AMERICAN DRY MILK INSTITUTE, COLUMBUS, 
OHIO 


Mr. Coxe. In its terms, and I think we have a similar mission. I 
think our main market is Venezuela, as opposed to the evaporated 
market of the Philippines. 

Senator Humpnrey. Yes. 

Mr. Corz. I would like to put in the record that, in Venezuela in 
1958, the shipments into that country of powdered whole milk are 
showing about the same decline as being shown in shipments of evap- 
orated milk into the Philippines. In other words, the normal ship- 
ments to that market are in excess of 3 million pounds a month, and 
m March and April they were very close to 1 million. So, apparently 
in the year 1958, it was showing a serious decline of the shipment of 
our product into Venezuela, our main market. 

Senator Humpurey. You feel an export-subsidy program along the 
lines as described, along the lines as outline, in this bill, S. 4013, would 
result in a financial saving to the Federal Government ? 

Mr. Cote. I do, and I believe it would move milk production in the 
United States to abandon the United States and go to Holland. Our 
company has done that. 

Senator Humpurey. Thank you very much, Mr. Cole. 

We will file your statement as if read, as a part of the testimony. 

(The statement is as follows :) 

Mr. Corr. My name is Ralph Cole. I am sales manager of the 
M. & R. Dietetic Laboratories, Inc., Columbus, Ohio. I am appearing 
here today in support of S. 4013 on behalf of the American Dry Mil 
Institute as chairman of its dry whole milk committee. The American 
Dry Milk Institute is a national trade association maintaining offices 
at 221 North La Salle Street, Chicago, Il. 

The institute represents in its membership somewhat over 80 percent 
of the dry-milks which are manufactured in the United States. There 
are over 200 company members ranging from small producers to 
major companies. Membership includes cooperative associations of 
producers as well as proprietary companies. 

My statement before the committee today is in the nature of a plea 
to the committee to consider the position of the American exporters 
of dry whole milk in light of foreign competition. Specifically, it is 
our position that United States producers of dry whole milk receive 
assistance from the Government if we are to maintain our dwindling 
share of foreign markets. We must be placed in a position where we 
can compete with production of foreign origin, or lose out altogether. 

The American Dry Milk Institute over a period of 2 years has made 
representations to the Department of Agriculture as to the need and 
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justification of a program which would enable us to stem the steady 
decline of our export business in dry whole milk. Specifically we 
proposed to the Department of Agriculture the inaugurations of a 
program which would enable the industry to export dry whole milk 
at prices which are competitive with foreign production. About 2 
months ago, a committee of the American Dry Milk Institute conferred 
with one of the assistant secretaries and other officials of the Depart- 
ment proposing such a program. We have been advised that the 
Department has rejected our proposal. Hence, we are gratified that 
Senator Humphrey has introduced S. 4013 which affords us an oppor- 
tunity to present the case to your committee. 

In order that we all understand the product in which we are inter- 
ested, I might say that dry whole milk is high quality, fresh liquid milk 
from which only the water has been removed. It contains all of the 
food nutrients in practically the same proportions as they are found in 
the original milk. 

Federal standards specify that dry whole milk contain 26 percent 
of milk fat and not more than 5 percent of moisture. United States 
manufacturers normally export dry whole milk containing 28 percent 
of milk fat and 2 to 214 percent of moisture. This products does not 
receive any export price assistance, whereas the nonfat dry milk 
presently does. 

In many parts of the world there is an inadequate supply of liquid 
whole milk of high quality. The nutritional status of the people in 
these areas is greatly improved by the addition of dry whole milk to 
their diet as a source of beverage milk. 

United States manufacturers have developed these markets origi- 
nally for dry whole milk and have attempted to defend them against 
competition without Government price assistance until the present 
time. The institute on behalf of its members now finds itself in the 
position of having to ask for Government price assistance to prevent 
the complete loss of these markets. 

Our request to the Department of Agriculture was that there be 
ranted the same export price assistance to dry whole milk as has 
een given to nonfat dry milk, butter anhydrous milk fat and cheese 

for export. This would amount to 9.75 cents per pound. No assistance 
is requested as to processing costs, packaging costs, or export freight 
costs. 

I would like the committee to understand that we are not asking 
for assistance to invade markets which have not historically been 
ours. Moreover, we believe that the cost of the program embodied in 
S. 4013 is minor, especially in view of the present cost of disposing 
of an equal quantity of butterfat and nonfat milk product. For 
example, the Department is packaging nonfat milk solids at a cost of 
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41% cents per pound, in addition to the cost of the product for dona- 
tion programs. Then, too, the Department is converting butterfat 
into butter oil and gee for export, the expense of which 1s borne by 
Commodity Credit C orporation. It is our contention that an export 
assistance program is an economical method of retaining our historic 
markets and at the same time would result in a decrease of certain 
costs which CCC has had to bear in packaging warehousing, and 
reconverting product. And very importantly, United States ex- 
porters w ould perform the function of selling the product—and this, 
too, has been a burden for CCC. 

The markets that we feel will be retained and increased by the 
proposed program perhaps are best shown in the following examples 
of what has happened in the Western Hemisphere. Since Venezuela 
is the most important market for dry whole milk in the Western 
Hemisphere and is the only major market where we still have a fight- 
ing chance, the committee should know that in 1951 the major sup- 
phers of whole milk powder to Venezuela were the United States, 
Holland, and Canada. Total Venezuela imports from these countries 
in 1951 amounted to 47,412,000 pounds, of which 81 percent came 
from the United States, 6 percent came from Holland, and 13 percent 
came from Canada. In 1957 these 3 countries exported to Venezuela 
57,171,000 pounds—an increase of 21 percent over 1951. However, 
during this period United States exports decreased 13 percent, while 
Canadian exports increased 110 percent, and Dutch exports increased 
141 percent. Today the United States has only 58 percent of the 
Venezuela imports from these 3 countries. There is attached to my 
statement a table giving the details of this trend marked “Exhibit 
A.” The same or a more marked decrease has taken place in other 
Western Hemisphere markets. 

When the total imports of dry whole milk by Venezuela is con- 
sidered, the United States only has 50 percent of the market, as com- 
pared to a 55-percent share in 1956. Thus, the share of the United 
States in the Venezuela market has constantly decreased although the 
use of dry whole milk has increased. 

United States manufacturers of dry whole milk have devoted much 
time and money to developing markets in the Western Hemisphere 
and this can be shown by the fact that in 1948 United States exports 
to 12 of these markets exceeded 400,000 pounds. In 1957 exports to 
these markets only exceeded 400,000 pounds in 2 of these countries. 
Against this record it should be noted that in 1957, the Netherlands 
had 9 Western Hemisphere markets exceeding 400,000 pounds, whereas 
in 1948 they had none. This trend is continuing. 

We hope that your distinguished committee will see fit to favorably 
report 8. 4013 
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Senator Humpurey. We will keep this record open for the balance 
of the week. The National Milk Proddosrb Federation will file a 
statement, and I shall keep the record open until Friday of this week 
for any further statements that anyone might want to make. 

Thank you very much. 

We are very grateful to you. 

The committee is now adjourned. 

(Whereupon, at 12:55 p. m., the committee was adjourned, subject 
to call of the Chair.) 

( Additional statements filed for the record are as follows:) 


UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D. C., July 19, 1958. 
Hon. ALLEN J. ELLENDER, 
Chairman, Senate Committee on Agriculture and Forestry, 
Washington, D. C. 

DeEAR ALLEN: This will express my support for the provisions of S. 4013 
which is pending in our committee. It is my hope that you, as chairman of 
our committee, will schedule action on this dairy products export proposal be- 
fore the adjournment of this session. 

S. 4013 provides for export price assistance for evaporated and dry milk and 
whole milk and other processed dairy products. The amount of assistance 
would be determined by the Secretary of Agriculture as is the present situation 
regarding butter, nonfat dry milk, anhydrous milk fat, cotton, cotton prdoucts, 
and various grain products. The manner in which the Department of Agricul- 
ture has administered export price assistance programs has excluded such 
major export products as evaporated milk, dry whole milk, and sweetened con- 
densed milk. The proposal pending in our committee would provide for the 
inclusion of these dairy products in the dairy product price support assistance 
program. 

The continued exclusion of these products from the export price assistance 
program would seriously injure the American dairy industry. Further reduc- 
tions in exports of these products would compel American processors to use 
foreign milk in overseas export markets, and processing plants would be estab- 
lished abroad so as to permit continued participation in the wolrd dairy prod- 
ucts trade. 

I would certainly appreciate your scheduling S. 4013 for full committee con- 
sideration in the very near future. 

My kindest regards. 

Sincerely yours, 
Epwarp J. THYE, 
United States Senator. 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
July 16, 1958. 
Hon. Husert H. HUMPHREY, 

Acting Chairman, Subcommittee on Agricultural Production, Marketing, 
and Stabilization of Prices, Senate Agriculture and Forestry Committee, 
Washington, D. C. 

DEAR SENATOR HUMPHREY: Some of my constituents are interested in S. 4013, 
now pending before you, under which it would be possible in effect to subsidize 
the export of evaporated milk and dry whole milk. As I understand the matter, 
the United States is now, through “wash sales,” effected by the Commodity 
Credit Corporation, subsidizing export sales of butter and nonfat dry milk. My 
constitutents are interested in leaving the fat in the milk and subsidizing export 
of milk in a form closer to nature. 

If the legislation now before you is not enacted, I am satisfied that export 
markets in Venezuela and the Philippines will be lost to American farmers and 
processors of evaporated and dry milk. In my view, the bill before you provides 
an additional means of doing what the United States is already doing in dis- 
posing of surplus milk. I shall appreciate early action by your committee to 
put this bill on the Senate Calendar. 

Sincerely yours, 


JOHN W. BrICcKER 
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STATEMENT FILED By HE. M. Norton, SECRETARY, NATIONAL MILK PRODUCERS 
FEDERATION 


Mr. Chairman, members of the committee, the National Milk Producers Federa- 
tion is a national farm organization. It represents over half a million dairy 
farmers and some 800 dairy cooperative associations which they own and operate 
and through which they act together to process and market at cost the milk and 
butterfat produced on their farms. 

Dairy farmers acting through their own cooperatives are engaged in processing 
and marketing practically every form of dairy product produced in substantial 
volume in the United States. 

The policies of the federation are developed and adopted by the delegates of 
its 500,000 dairy farm family cooperative members. These policies are adopted 
by people best informed about the production and marketing problems of milk and 
dairy products, the dairy producers. 

Proposals to include dairy products in addition to butter, cheese, and powder 
under a subsidized export program will not increase the amount of butterfat or 
milk solids currently moving in world trade. Therefore, the additional cost to 
the price-support program would not accelerate the disappearance of Government- 
owned stocks of dairy products. 

The proposal will add to the cost of the price-support program and will not 
benefit dairy farmers. Neither will it result in the export of greater quantities 
of United States production. Any proposal to subsidize exports of dairy products 
other than butter, cheese, and nonfat dry milk powder could only accrue to the 
benefit of proprietary handlers of milk, the packaging companies, and the trans- 
portation agencies. 

The evaluation of any proposal to subsidize the exportation of dairy products, 
in addition to those products presently being offered by the Commodity Credit 
Corporation under its concessional export pricing system, should be based on the 
effect such a proposal would have as an implementing force to the present dairy 
price-support program. Fundamentally any proposal along these lines should 
be required to show that if action were taken on the proposal the economic posi- 
tion of dairy producers would be improved because of the operation of the 
extended subsidy. 

We need only remind ourselves that milk production in countries outside the 
United States is on the increase. Further, these countries have and from all pres- 
ent indications will continue to look to foreign markets for a large share of their 
dairy income. It is a matter of record that the major dairy-producing countries 
in the world do follow subsidy policies in the field of dairy exports. With a deep 
dependence on these foreign markets, it is reasonable to conclude that should the 
United States extend a subsidy program to additional dairy products this action 
would be met by an increased subsidy on the part of these other countries. This 
would gain nothing for the American dairy producer and would increase Govern- 
ment costs. One need only refer to the extent of dairy product exportation under 
title I of Public Law 480 to confirm the statement that the prospects for substan- 
tially increasing commercial exports of dairy products are not encouraging. 

There is another objection to 8S. 4013. It would set up an export-subsidy pro- 
gram for some dairy products that would be completely outside the framework 
of the present price-support program and related authorities under which the 
Commodity Credit Corporation at the present time is attempting to encourage 
the commercial exportation of butter, cheese, and nonfat dry milk powder. It 
would appear to be desirable if, in the wisdom of the Congress, additional dairy 
products should be included under the present export-encouragement program, 
these products should be purchased by CCC as surplus commodities. While 
admittedly, as we mentioned before, the dairy product composition of agreements 
under title I of Public Law 480 is quite limited, the fact does remain that the 
policy and the mechanism for encouraging the exportation of dairy products 
presently being purchased by the Department of Agriculture is available. Thus, 
it would appear that since the Congress has authorized a program to encourage 
the exportation of dairy products in Commodity Credit Corporation inventories 
that, if in the judgment of the Congress such program could be improved and 
objectives of Public Law 480 attained by supplementing the present list of dairy 
products available for exportation under titles I, II, and III of Public Law 480, 
such action should be taken. The present price-support program for dairy prod- 
ucts administered under the authority approved by the Congress is as effective 
from the producers’ standpoint as it could be within the administrative policies 
laid down by the Secretary of Agriculture. The major deficiency in the present 
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price-support program is certainly not in the mechanics of the procurement, 
storage, and disposition of commodities purchased by the Commodity Credit 
Corporation. The deficiency does rest in the minimum level of price support which 
is an administrative determination made by the Secretary of Agriculture within 
the authority in the statute. 

Until such time as the Congress authorizes and the President approves a pro- 
ducer-financed and administered dairy stabilization program, it is imperative 
that Government price-support operations continue. The key to the operation 
of any successful price-support program is disposal of excess production. The 
importance of surplus management is readily recognized when we realize that 
the excess production of milk in this country has, in recent years, been between 
4 and 5 percent of our total butterfat production. In other words, the amount 
of excess milk production in the United States is of such small volume that 
precision-type management is necessary. 

The distribution programs administered by the Department of Agriculture are 
the main instrumentalities that can make the management of excess production 
effective in stabilizing prices to dairy farmers. The National Milk Producers 
Federation vigorously supports the distribution programs authorized by Congress 
and administered by the Department. We have testified previously that the 
operation of these programs has in general been satisfactory. We have believed 
for some time that their effectiveness can be substantially increased by the simple 
expedient of removing dairy stocks from CCC inventory when a constructive 
outlet becomes available. For instance, it is common knowledge that even though 
CCC has committed a part of its inventory of butter for use in school-lunch 
programs, this butter continues to show in the CCC inventory until such time 
as printing contracts for the butter are let. It seems to us that more effective 
administration of the authorities given to the Department of Agriculture requires 
that when commitments of this type are known to CCC, the amount of the commit- 
ments be immediately withdrawn from inventory reports. 

The argument has been made by the Department against this policy on the 
grounds that CCC has as its first obligation the commercial sale of its inventories. 
We believe that reality makes the application of this policy almost meaningless 
at this time. 

We believe this for the reason that the policy set forth by the President in his 
veto message of the farm price freeze bill, to the effect that CCC would not sell 
dairy products in commercial channels at less than 90 percent of parity, puts 
the Commodity Credit Corporation pretty much out of the business of selling 
dairy products domestically. It is very unlikely that many commercial sales for 
butter will be made at 9% cents per pound over the going market price. 

If a commercial sale is anticipated, then the Department should commit the 
amount of product required and remove it from CCC inventory. The commitment 
of CCC stocks when uses are known will hasten the time when those stocks will 
be zero and dairy products will be marketed in a free market where product price 
can reach a higher level. The attainment of a free market position will bring 
to realization the desires of the Secretary of Agriculture. 

The record of disposal operations clearly shows that the full utilization of 
congressional authority to deal with surplus problems could result in zero or 
practically zero inventories of dairy products in Government hands. 

From this, the conclusion is inevitable that no additional authority is needed 
to manage the so-called excess production of milk in the United States. What 
is needed is an aggressive policy of administration that will use the authorities 
presently on the books toward the end of eliminating CCC holdings of dairy 
products in the face of the situation that we have described herein. 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFATRS, 
July 22, 1958. 
Hon. Husert H. HUMPHREY, 
United States Senate, Washington, D. C. 


Dear SENATOR: This letter is written with respect to your bill S. 4013, the 
purpose of which is to provide an export program for dairy products. 

Representatives of the dairy industry of my State tell me that in 1958 the 
United States export market for evaporated and dry whole milk alone has 
declined a minimum of 30 to 40 percent from the 1956—57 level; that in 1956 
and 1957 the United States export market for these products, in milk equivalent, 
amounted to 150 to 200 percent of average annual commercial, CCC subsidized, 
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export sales uf butter and nonfat dry milk; that the Department of Agriculture, 
as to dairy products and other surplus products, has followed the practice of 
subsidizing export sales of such products, by one means or another available 
under the law, whether such products are exported under brand name or not, 
are processed or nonprocessed, or are purchased for or held in CCC inventories 
or privately owned, irrespective of whether such products are of the type or 
processed form normally held in CCC inventories; that export prices of United 
States evaporated and dry whole milk, in the areas to which such products have 
historically been exported, such as the Republic of the Philippines and Vene- 
zuela, and other Western Hemisphere countries, are not and cannot be com- 
petitive with such products produced in foreign countries where the export of 
such products is subsidized, directly or indirectly; that the decline in United 
States exports of these products is due both to increases in exports of foreign 
exporters and the transfer of export bases of former United States processors 
to new locations abroad and that numerous processing plants for commercial 
dairy products in the United States have been closed as a result of export price 
disadvantage. 

In view of these allegations on the part of the dairy industry of California, it 
would appear to me that the legislation now pending before your subcommittee 
should be carefully considered as a program which could well serve as a stimu- 
lant to one of the important elements of the dairy industry. I understand that 
your subcommittee of the Senate Agriculture Committee has already held 
hearings on the proposed legislation and that there is testimony in the record 
to support the statements which I have enumerated in this letter. 

I would very much appreciate it if this letter could be made a part of the 
record of the hearings held on 8. 4013. 

Sincerely, 
THOMAS H. KUCHEL, 
United States Senator. 
Xx 





